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Pg. 1113 Where proceedings had been re- 
manded to registered securities asso- 
ciation to reconsider the sanctions it 
had imposed on securities salesman, 
held, association’s re-imposition of 
unqualified bar modified to permit 
salesmen to become re-employed by 
an association member in a non- 
supervisory capacity, upon making a 
showing satisfactory to the associa- 
tion that he will be adequately super- 
vised. 
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SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17801/May 15, 1981 


In the Matter of Applications of the 


PHILADELPHIA STOCK EXCHANGE, INC. 
For Unlisted Trading Privileges 


SECURITIES EXCHANGE ACT OF 1934 


FINDINGS AND ORDER GRANTING APPLICA- 
TIONS FOR UNLISTED TRADING PRIVILEGES 


The Philadelphia Stock Exchange (‘‘Phix’) has 
filed applications with the Commission pursuant to 
Section 12(f)(1)(B) of the Securities Exchange Act 
of 1934 (‘‘Act’’) and Rule 12f-1 [17 CFR 
240.12f-1] thereunder, for unlisted trading privi- 
leges in the following securities which are listed on 
another national securities exchange:' 


Donaldson, Lufkin & Jenrette, Inc. 
Common Stock, $.10 Par Value (File 
No. 7-5905) 


Emerson Radio Corp. 
Common Stock, $.10 Par Value (File 
No. 7-5906) 


Piedmont Aviation, Inc. 
Common Stock, $1 Par Value (File 
No. 7-5907) 


The Commission finds that approval of the Phix’s 
applications for unlisted trading privileges in these 
securities is consistent with the maintenance of 
fair and orderly markets and the protection of in- 
vestors. As a national securities exchange regis- 
tered with the Commission pursuant to Section 6 
of the Act, the Phix is subject to the provisions of 
paragraph (b) of that section, and to the Commis- 





™Notice of these applications was given by publi- 
cation in the Federal Register. 46 FR 24066 
(April 29, 1981). The Commission has received no 
comments with respect to these applications. 
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sion’s inspection authority and oversight responsi- 
bility under Sections 17 and 19 of the Act and the 
rules and regulations thereunder. In addition, 
transactions in the subject securities, regardless 
of the market in which they occur, are reported in 
the consolidated transaction reporting system con- 
templated by Rule 11Aa3-1 under the Act [17 
CFR 240.11Aa3-1]. The availability of last sale in- 
formation for the subject securities should contrib- 
ute to pricing efficiency and to ensuring that trans- 
actions on the Phix are executed at prices which 
are reasonably related to those occurring in other 
markets. Finally the Commission has received no 
comments indicating that the granting of these ap- 
plications would not be consistent with the mainte- 
nance of fair and orderly markets and the protec- 
tion of investors. The Commission further finds 
that approval of the PhIx applications will provide 
increased opportunities for competition among 
brokers and dealers and among exchange mar- 
kets consistent with the purposes of the Act and 
the objectives of the national market system. 


ACCORDINGLY, IT IS ORDERED, pursuant to 
Section 12(f)(1)(B) of the Act, that the applications 
for unlisted trading privileges on the Philadelphia 
Stock Exchange in the above named securities 
are hereby approved. 


For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17802/May 15, 1981 


In the Matter of Application of the 


MIDWEST STOCK EXCHANGE, 
INCORPORATED 
For Unlisted Trading Privileges 


SECURITIES EXCHANGE ACT OF 1934 


FINDINGS AND ORDER GRANTING APPLICA- 
TION FOR UNLISTED TRADING PRIVILEGES 


The Midwest Stock Exchange (“MSE”) has filed 
an application with the Commission pursuant to 
Section 12(f)(1)(B) of the Securities Exchange Act 
of 1934 (‘‘Act’’) and Rule 12f-1 [17 CFR 
240.12f-1] thereunder, for unlisted trading privi- 
leges in the following security which is listed on 
another national securities exchange: 


TECO Energy Incorporated 
Common Stock, $1 Par Value (File 
No. 7-5904)! 


The Commission finds that approval of the MSE’s 
application for unlisted trading privileges in this se- 
curity is consistent with the maintenance of fair 
and orderly markets and the protection of invest- 
ors. As a national securities exchange registered 
with the Commission pursuant to Section 6 of the 
Act, the MSE is subject to the provisions of para- 
graph (b) of that section, and to the Commission's 
inspection authority and oversight responsibility 
under Sections 17 and 19 of the Act and the rules 
and regulations thereunder. In addition, transac- 
tions in the subject security, regardless of the mar- 
ket in which they occur, are reported in the consol- 
idated transaction reporting system contemplated 
by Rule 11Aa3-1 under the Act [17 CFR 
240.11Aa3-1]. The availability of last sale infor- 
mation for the subject security should contribute to 
pricing efficiency and to ensuring that transactions 
on the MSE are executed at prices which are rea- 
sonably related to those occurring in other mar- 





‘Notice of this application was given by publica- 
tion in the Federal Register. 46 FR 23362 
(April 24, 1981). The Commission has received no 
comments with respect to this application. 
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kets. Finally the Commission has received no 
comments indicating that the granting of this appli- 
cation would not be consistent with the mainte- 
nance of fair and orderly markets and the protec- 
tion of investors. The Commission further finds 
that approval of the MSE application will provide 
increased opportunities for competition among 
brokers and dealers and among exchange mar- 
kets consistent with the purposes of the Act and 
the objectives of the national market system. 


ACCORDINGLY, IT IS ORDERED, pursuant to 
Section 12(f)(1)(B) of the Act, that the application 
for unlisted trading privileges on the Midwest 
Stock Exchange in the above named security is 
hereby approved. 


For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17803/May 15, 1981 


An order has been issued granting the application 
of COMMODORE INTERNATIONAL LIMITED to 
withdraw its capital stock ($1 par value) from list- 
ing and registration on the American Stock Ex- 
change, Inc. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 17804/May 15, 1981 


Admin. Proc. File No. 3-5350 
In the Matter of 


ROBERT A. PODESTA 
208 South LaSalle Street 
Chicago, Illinois 


(8-18739) 
ORDER SETTING DATE OF SUSPENSIONS 


On September 18, 1979, we suspended the 
broker-dealer registration of Robert A. Podesta for 
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one month, and suspended Podesta from associa- 
tion with any broker or dealer for the same period.' 
We granted Podesta a stay of those suspensions 
pending his appeal. On December 9, 1980, the 
Court of Appeals for the District of Columbia Cir- 
cuit affirmed our order,? and, on April 20, 1981, 
the United States Supreme Court denied Podes- 
ta’s petition for a writ of certiorari.* Thus we must 
now set a date for the commencement of Podes- 
ta’s suspensions. 


Accordingly, IT IS ORDERED that the one-month 
suspension of Podesta registration as a broker 
and dealer, and the one-month suspension of Po- 
desta from association with any broker or dealer, 
shall be effective as of the opening of business on 
May 21, 1981. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





‘Robert A. Podesta, Securities Exchange Act Re- 
lease No. 16209, 18 SEC Docket 404. 


2Podesta v. S.E.C., No. 79-2335. 
3Podesta v. S.E.C., No. 80-1282. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17805/May 15, 1981 


Admin. Proc. File No. 3-5148 
In the Matter of 


ERNEST F. HINKLE 
KENNETH T. LAMEAR 
DENNIS B. REITER 
200 Market Street 
Portland, Oregon 


ORDER 


On November 16, 1978, we imposed suspensions 
on Ernest F. Hinkle, chairman of the board of 
Hinkle Northwest, Inc. (‘registrant’), a registered 
broker-dealer, Kenneth T. LaMear, registrant’s 
president, and Dennis B. Reiter, registrant’s 
secretary-treasurer.' Hinkle and LaMear were 
each suspended from association with any broker 
or dealer for 12 months, and Reiter was so sus- 
pended for three months. We granted respondents 
a stay of those suspensions pending their appeal 
to the Court of Appeals for the Ninth Circuit. On 
April 9, 1981, the Court affirmed our order.? Hinkle 
and LaMear now request that their suspensions be 
reduced to 6 months, and all three respondents 
seek staggered dates for the commencement of 
their sanctions. Our Division of Enforcement filed 
a memorandum in response. 


As noted above, Hinkle and LaMear seek to re- 
duce the sanctions imposed on them. We found 


‘Hinkle Northwest, Inc., Securities Exchange Act 
Release No. 15338 (November 16, 1978), 16 SEC 
Docket 173. 


?Hinkle Northwest, Inc., et al. v. S.E.C., 642 F.2d 
1295. 


3Respondents’ request for oral argument on their 
applications is denied. 
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that these respondents were the beneficiaries of a 
fraudulent scheme by one Jack M. Wied, a former 
bank official,4 who misappropriated the bank’s 
credit in making two purchases of government se- 
curities for registrant's account. We determined 
that, in connection with those transactions, re- 
spondents violated net capital, recordkeeping and 
reporting provisions. In addition, Hinkle and 
LaMear did not appeal from an administrative law 
judge’s finding that they violated the prospectus- 
delivery provisions of the Securities Act in connec- 
tion with certain stock offerings. 


Hinkle and LaMear assert, among other things, 
that no findings of fraud were made against them, 
that no other party was injured since the profits on 
the transactions in question were turned over to 
the bank after it made demand on them, and that 
they were not guilty of “any wrongful overt act.” 


We see no basis for modifying the suspensions 
previously imposed. We fully considered the issue 
of what sanctions were appropriate in the public 
interest when this case was first before us, and the 
Court has affirmed our conclusions. In determining 
those sanctions, we noted that Hinkle had deliber- 
ately sought to deceive our staff investigators in 
connection with registrant's transactions in gov- 
ernment securities, and that LaMear had been 
found responsible for violations of credit exten- 
sion, recordkeeping, reporting and customer pro- 
tection provisions in two prior disciplinary actions 
brought by the National Association of Securities 
Dealers. In addition, we noted that LaMear had 
sent out letters containing a “hard sell’ sales pitch 
for a security as to which a registration statement 
had been filed, when he admittedly was aware that 
such communications were improper. 


In light of the foregoing, we shall deny the request 
of Hinkle and LaMear for reductions in their sanc- 
tions. 





4Wied was convicted of drfrauding the bank 
(United States v. Wied, No. CR76-—233 (D. Ore.)), 
and we barred him in this proceeding from associ- 
ation with any broker or dealer, subject to certain 
conditions. 
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Respondents further assert that the simultaneous 
absence of the firm’s only three experienced man- 
agement officials would work an undue hardship 
on registrant. Reiter, the firm’s only registered fi- 
nancial principal, asks that his suspension be 
delayed until August 1. He points out that the 
firm’s fiscal year ends May 31, and that he must 
file FOCUS reports at the end of May and June 
and work closely with the firm’s auditors on their 
annual audit. An affidavit from the auditors states 
that, in connection with that audit during the 
months of May, June and July, the availability of 
Reiter, registrant’s key financial officer, and 
LaMear, its key administrative officer, is particular- 
ly important. Respondents further request that 
LaMear’s suspension be delayed until November, 
when Reiter’s suspension is completed, and that 
Hinkle’s suspension be delayed until July 1. 


We think it appropriate to grant respondents’ re- 
quests for staggered suspensions. We further con- 
clude that, in view of the coming audit, it is appro- 
priate to delay Reiter's suspension until August 1, 
and that, in order to avoid having all of the firm’s 
top management absent at the same time, to delay 
LaMear’s suspension until November 1 when Rei- 
ter returns to the firm. However, we see no reason 
to delay Hinkle’s suspension until July 1, and we 
shall therefore make it effective June 1. 


Accordingly, IT |S ORDERED that the requests of 
Ernest F. Hinkle and Kenneth T. LaMear for a re- 
duction in the sanctions previously imposed on 
them be, and they hereby are, denied; and it is fur- 
ther 


ORDERED that Ernest F. Hinkle be, and he here- 
by is, suspended from association with any broker 
or dealer for a period of 12 months, effective 
June 1, 1981; and it is further 


ORDERED that Dennis B. Reiter be, and he here- 
by is, suspended from association with any broker 
or dealer for a period of 3 months, effective Au- 
gust 1, 1981; and it is further 


ORDERED that Kenneth T. LaMear be, and he 
hereby is, suspended from association with any 
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broker or dealer for a period of 12 months, effect- 
ive November 1, 1981.° 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17806/May 15, 1981 


NOTICE OF EFFECTIVENESS OF A PROPOSED 
RULE CHANGE BY THE BOSTON STOCK EX- 
CHANGE CLEARING CORPORATION 


(File No. SR-BSECC-81-1) 


The Boston Stock Exchange Clearing Corporation 
(‘BSECC’’) submitted on May 11, 1981 a pro- 
posed rule change under Rule 19b-4 imposing a 
temporary 15% increase of all billings to members 
effective for the period May 1, 1981 through Sep- 
tember 30, 1981. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. 
At any time within sixty days of the filing of such 
proposed rule change, the Commission may sum- 
marily abrogate the rule change if it appears to the 
Commission that such action is necessary or ap- 
propriate in the public interest, for the protection of 
investors, or otherwise in furtherance of the pur- 
poses of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
May 18, 1981. Interested persons are invited to 
submit written data, views and arguments con- 
cerning the submission within twenty-one days 


*During their periods of suspension, respondents 
may retain their stock in registrant and collect any 
dividends thereon, but may not collect any salary 
or bonus from registrant nor participate in any 
way, managerial or non-managerial, in registrant's 
activities. 
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from the date of publication in the Federal Regis- 
ter. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-BSECC-81-1. 


Copies of the submission, with accompanying ex- 
hibits, and of all written comments will be available 
for public inspection at the Securities and Ex- 
change Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of 
the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory organi- 
zation. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17807/May 15, 1981 


ORDER APPROVING PROPOSED RULE 
CHANGE 


File No. SR-MSRB-81-2 


On March 19, 1981, the Municipal Securities 
Rulemaking Board (the ‘“MSRB”) filed with the 
Commission, pursuant to Section 19(b) (1) of the 
Securities Exchange Act of 1934, 15 U.S.C. 
78s(b)(1) (the “Act’?) and Rule 19b-4 thereunder, 
copies of a proposed rule change which would 
amend MSRB rule G-3 concerning the qualifica- 
tion requirements for municipal securities profes- 
sionals. The proposed rule change would: (1) per- 
mit persons whose activities are limited to 
supervising purchases and sales principals; ' (2) 


1 Until such time as the MSRB institutes a sepa- 
rate examination procedure for municipal securi- 
ties sales principals, persons acting in this capaci- 
ty must be qualified as municipal securities 
principals. 
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require persons seeking to qualify as municipal 
securities principals or municipal securities sales 
principals to first qualify as municipal securities 
representatives; and (3) modify the two-year 
“grace period” for persons who seek to resume 
functioning as principals.2 The proposed rule 
change would also clarify certain provisions of the 
rule and delete references to exemptive provisions 
and dates which are no longer relevant. 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule 
change was given by publication of a Commission 
Release (Securities Exchange Act Release No. 
17698 (April 9, 1981)) and by publication in the 
Federal Register (46 FR 22093 (1981)). No com- 
ments with respect to the proposed rule change 
were received by the Commission during the com- 
ment period. 


The text of rule G-3, as amended, is as follows: 


Rule G-3 Classification of Principals and Repre- 
sentatives; Numerical Requirements; 
Testing 


No municipal securities broker or municipal securi- 
ties dealer or person who is a municipal securities 
principal, financial and operations principal, mu- 
nicipal securities representative, or municipal se- 
curities sales principal (as hereinafter defined) 
shall be qualified for purposes of rule G-2 unless 
such municipal securities broker or municipal se- 
curities dealer or person meets the requirements 
of this rule. 


(a) Definitions. As used in the rules of the Board, 
the terms “municipal securities principal,” “finan- 


2 This alters the current rule, which enables a per- 
son to remain qualified for as long as he is associ- 
ated with a municipal securities broker or dealer 
plus two years after termination of that associa- 
tion. The proposed rule change would, with re- 
spect to principals, limit the grace period to two 
years after the person ceased acting as a princi- 
pal. 


3 One comment letter supporting the proposed rule 
change was received after expiration of the com- 
ment period. 
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cial and operations principal,” “municipal securi- 
ties representative,” and ‘municipal securities 
sales principal” shall have the following respective 
meanings: 


(i) Municipal Securities Principal. The term “mu- 
nicipal securities principal’ means a natural per- 
son associated with a municipal securities broker 
or municipal securities dealer, other than a munici- 
pal securities sales principal, who is directly en- 
gaged in the management, direction or supervision 
of one or more of the following activities: 


(A) underwriting, trading or sales of mu- 
nicipal securities; 


(B) financial advisory or consultant serv- 
ices for issuers in connection with the 
issuance of municipal securities; 


(C) processing, clearance, and in the 
case of municipal securities brokers and 
municipal securities dealers other than 
bank dealers, safekeeping of municipal 
securities; 


(D) research or investment advice with 
respect to municipal securities; 


(E) any other activities which involve 
communication, directly or indirectly. 
with public investors in municipal secu- 
rities; 


(F) maintenance of records with respect 
to the activities described in subpara- 
graphs (A) through (E); or 


(G) training of municipal securities prin- 
cipals or municipal securities represent- 
atives; provided, however, that the ac- 
tivities enumerated in subparagraphs 
(D) and (E) above shall be limited to 
such activities as they relate to the ac- 
tivities enumerated in subparagraphs 
(A) or (B) above. 


(ii) Financial and Operations Principal. The term 
“financial and operations principal’ means a natu- 
ral person associated with a municipal securities 
broker or municipal securities dealer (other than a 
bank dealer), whose duties include: 
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(A) approval of and responsibility for fi- 
nancial reports required to be filed with 
the Commission or any self-regulatory 
organization; 


(B) final preparation of such reports; 


(C) overall supervision of individuals 
who assist in the preparation of such re- 
ports; 


(D) overall supervision of and responsi- 
bility for individuals who are involved in 
the actual maintenance of the books 
and records from which such reports 
are derived; 


(E) overall supervision and performance 
of the responsibilities of the municipal 
securities broker or municipal securities 
dealer with which such person is asso- 
ciated pursuant to the financial respon- 
sibility rules under the Act; 


(F) overall supervision of and responsi- 
bility for all individuals who are involved 
in the administration and maintenance 
of the processing and clearance func- 
tions of such municipal securities broker 
or municipal securities dealer; and 


(G) overall supervision of and responsi- 
bility for all individuals who are involved 
in the administration and maintenance 
of the safekeeping functions of such 
municipal securities broker or municipal 
securities dealer. 


(iii) Municipal Securities Representative. The term 
“municipal securities representative” means a nat- 
ural person associated with a municipal securities 
broker or municipal securities dealer, other than a 
municipal securities principal, a municipal securi- 
ties sales principal, or a person whose functions 
are solely clerical or ministerial, whose activities 
include one or more of the following: 


(A) underwriting, trading or sales of mu- 
nicipal securities; 


(B) financial advisory or consultant serv- 
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ices for issuers in connection with the 
issuance of municipal securities; 


(C) research or investment advice with 
respect to municipal securities; or 


(D) any other activities which involve 
communication, directly, with public in- 
vestors in municipal securities; 


provided, however, that the activities enumerated 
in subparagraphs (C) and (D) above shall be limit- 
ed to such activities as they relate to the activities 
enumerated in subparagraphs (A) and (B) above. 


(iv) Municipal Securities Sales Principal. The term 
“municipal securities sales principal” means a nat- 
ural person associated with a municipal securities 
broker or municipal securities dealer (other than a 
bank dealer) whose supervisory activities with re- 
spect to municipal securities are limited exclusive- 
ly to supervising sales to and purchases from cus- 
tomers of municipal securities. 


(b) Numerical Requirements. 


(i) Municipal Securities Principals. Every municipal 
securities broker and municipal securities dealer 
shall have at least two municipal securities princi- 
pals, except as follows: 


(A) every municipal securities broker or 
municipal securities dealer which is a 
member of a registered securities asso- 
ciation and which conducts a general 
securities business shall have at least 
one municipal securities principal; and 


(B) every municipal securities broker or 
municipal securities dealer having fewer 
than eleven persons associated with it 
in whatever capacity on a full-time or 
full-time equivalent basis who are en- 
gaged in the performance of its munici- 
pal securities activities, or, in the case 
of a bank dealer, in the performance of 
its municipal securities dealer activities, 
shall have at least one municipal securi- 
ties principal. 


(ii) Financial and Operations Principals. Every mu- 
nicipal securities broker and municipal securities 
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dealer (other than a bank dealer) shall have at 
least one financial officer, qualified in accordance 
with section (d) of this rule, provided, however, 
that the numerical requirements of this paragraph 
shall not apply to any municipal securities broker 
or municipal securities dealer meeting the require- 
ments of paragraphs (a)(2) or (3) of rule 15c3-1 
under the Act or exempted from the requirements 
of rule 15c3-1 in accordance with paragraph 
(b)(3) thereof. 


(c) Qualification Requirements for Municipal Secu- 
rities Principals. 


(i) Except as otherwise provided in this section (c), 
every municipal Securities Principal Qualification 
Examination prior to being qualified as a municipal 
securities principal. The passing grade shall be 
determined by the Board. 


(ii) On or after (30 days after approval of these 
proposed amendments by the Commission), any 
person seeking to become qualified as a municipal 
securities principal in accordance with paragraph 
(c)(i) of this rule, must, prior to being qualified as 
a municipal securities principal: (A) have been 
duly qualified as either a municipal securities rep- 
resentative or a general securities representative; 


or (B) have taken and passed either the Municipal 
Securities Representative Qualification Examina- 
tion or the General Securities Registered Repre- 
sentative Qualification Examination. 


(ili) The requirements of paragraph (c)(i) shall not 
apply to any person associated with a municipal 
securities broker or municipal securities dealer 
who was duly qualified as a municipal securities 
principal on (the date on which the Commission 
approves the proposed amendments). 


(iv) Any person who ceases to act as a municipal 
securities principal for two or more years at any 
time after having qualified as a municipal securi- 
ties principal in accordance with this section (c) 
shall take and pass the Municipal Securities Prin- 
cipal Qualification Examination and be qualified as 
a municipal securities representative prior to being 
qualified as a municipal securities principal. 


(v) For the first 90 days after becoming a munici- 
pal securities principal, the requirements of para- 
graph (c)(i) shall not apply to any person who is 
qualified as a municipal securities representative, 
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general securities representative or general secu- 
rities principal and who becomes a municipal se- 
curities principal provided, however, that such per- 
son shall take the Municipal Securities Principal 
Qualification Examination within that period. 


(vi) The requirements of this section (c) may be 
waived in extraordinary cases for any associated 
person of a municipal securities broker or munici- 
pal securities dealer who demonstrates extensive 
experience in a field closely related to the munici- 
pal securities business of such municipal securi- 
ties broker or municipal securities dealer. Such 
waiver may be granted 


(A) by a registered securities associa- 
tion with respect to a person associated 
with a member of such association, or 


(B) by the appropriate regulatory agency 
with respect to a person associated with 
any other municipal securities broker or 
municipal securities dealer. 


(d) Qualification Requirements for Financial and 
Operations Principals. 


(i) Except as otherwise provided in this section (d), 
every financial and operations principal shall take 
and pass the Municipal Securities Rulemaking 
Board Financial and Operations Principal Qualifi- 
cation Examination prior to being qualified as a fi- 
nancial and operations principal. The passing 
grade shall be determined by the Board. 


(ii) Any person who ceases to be associated with a 
municipal securities broker or municipal securities 
dealer as a financial and operations principal for 
two or more years at any time after having quali- 
fied as such in accordance with this section (d) 
shall take and pass the Financial and Operations 
Principal Qualification Examination prescribed by 
the Board prior to being qualified as a financial 
and operations principal. 


(iii) The requirements of paragraph (d)(i) and 
(d)(ii) of this rule shall not apply to any financial 
and operations principal who is: 


(A) registered and qualified in such ca- 
pacity with a registered securities asso- 
ciation, or 
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(B) associated with a municipal securi- 
ties broker or municipal securities deal- 
er meeting the requirements of para- 
graphs (a)(2) or (3) of rule 15c3-1 
under the Act or exempted from the re- 
quirements of rule 15c3-1 in accord- 
ance with paragraph (b)(3) thereof. 


(iv) The requirements of this section (d) may be 
waived for any associated person of a municipal 
securities broker or municipal securities dealer in 
circumstances sufficient to justify the granting of a 
waiver if such person were seeking to register and 
qualify with a member of a registered securities 
association as a financial and operations principal. 
Such waiver may be granted 


(A) by a registered securities associa- 
tion with respect to a person associated 
with a member of such association, or 


(B) by the Commission with respect to a 
person associated with any other mu- 
nicipal securities broker or municipal se- 
curities dealer (other than a bank deal- 
er). 


(e) Qualification Requirements for Municipal Secu- 
rities Representatives. 


(i) Except as otherwise provided in this section (e), 
every municipal securities representative shall 
take and pass the Municipal Securities Represent- 
ative Qualification Examination prior to being qual- 
ified as a municipal securities representative. The 
passing grade shall be determined by the Board. 


(ii) The requirements of paragraph (e)(i) of this 
rule shall not apply to any person who 


(A) is duly qualified as a general securi- 
ties representative by reason of having 
taken and passed the General Securi- 
ties Registered Representative Quailifi- 
cation Examination, or 


(B) was duly qualified as a municipal se- 
curities representative on (the date of 


approval of the proposed amendments 
by the Commission). 


(iii) Any person who ceases to be associated with 


1110/SEC DOCKET 


a municipal securities broker or municipal securi- 
ties dealer (whether as a municipal securities rep- 
resentative or otherwise) for two or more years at 
any time after having qualified as a municipal se- 
curities representative in accordance with this sec- 
tion (e) shall take and pass the Municipal Securi- 
ties Representative Qualification Examination 
prior to being qualified as a municipal securities 
representative unless exempt therefrom pursuant 
to subparagraph (e)(ii)(A) of this rule. 


(iv) The requirements of paragraph (e)(i) of this 
rule shall not restrict the performance of municipal 
securities activities by any person who first be- 
comes associated with a municipal securities bro- 
ker or municipal securities dealer in a representa- 
tive capacity without previously having qualified as 
a municipal securities representative or general 
securities representative to the extent such activi- 
ties are permitted by section (i) of this rule. 


(v) The requirements of this section (e) may be 
waived for any associated person of a municipal 
securities broker or municipal securities dealer in 
extraordinary cases in which such person demon- 
strates extensive experience in a field closely re- 
lated to the municipal securities business of such 
municipal securities broker or municipal securities 
dealer. Such waiver may be granted 


(A) by a registered securities associa- 
tion with respect to a person associated 
with a member of such association, or 


(B) by the appropriate regulatory agency 
with respect to a person associated with 
any other municipal securities broker or 
municipal securities dealer. 


(f) Qualification Requirements for Municipal Secu- 
rities Sales Principals. 


(i) Except as otherwise provided in this section (f), 
every municipal securities sales principal shall 
take and pass an appropriate examination desig- 
nated by the Board prior to acting in such capacity. 
The passing grade of such an examination shall 
be determined by the grade of such examination 
shall be determined by the Board. Until the Board 
designates such an examination, every municipal 
securities sales principal shall be required to quali- 
fy as a municipal securities principal in accord- 
ance with the provisions of section (c) of this rule. 
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(ii) Any person seeking to become qualified as a 
municipal securities sales principal in accordance 
with paragraph (f)(i) of this rule, must, prior to 
being qualified as a municipal securities sales 
principal: (A) have been duly qualified as either a 
municipal securities representative or a general 
securities representative; or (B) have taken and 
passed either the Municipal Securities Represent- 
ative Qualification Examination or the General Se- 
curities Registered Representative Examination. 


(iii) The requirements of paragraph (f)(i) shall not 
apply to any person associated with a municipal 
securities broker or municipal securities dealer 
who is qualified as a municipal securities principal. 


(iv) Any person who ceases to act as a municipal 
securities sales principal for two or more years at 
any time after having qualified as a municipal se- 
curities sales principal in accordance with this sec- 
tion (f) shall take and pass the appropriate exami- 
nation designated by the Board and be qualified 
as a municipal securities representative prior to 
being qualified as a municipal securities sales 
principal. 


(v) For the first 90 days after becoming a munici- 
pal securities sales principal, the requirements of 
paragraph (f)(i) shall not apply to any person who 
is qualified as a municipal securities representa- 
tive, general securities representative, or general 
securities principal provided, however, that such 
person shall take the appropriate examination 
designated by the Board within that period. 


(vi) The requirements of this section (f) may be 
waived in extraordinary cases for any associated 
person of a municipal securities broker or munici- 
pal securities dealer who demonstrates extensive 
experience in a field closely related to the munici- 
pal securities business of such municipal securi- 
ties broker or municipal securities dealer. Such 
waiver may be granted 


(A) by a registered securities associa- 
tion with respect to a person associated 
with a member of such association, or 


(B) by the Commission with respect to a 
person associated with any other mu- 
nicipal securities broker or municipal se- 
curities dealer (other than a bank deal- 
er). 
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(g) Confidentiality of Qualification Requirements. 


No associated person of a municipal securities 
broker or municipal securities dealer shall: 


(i) in the course of taking a qualification 
examination required by this rule re- 
ceive or give assistance of any nature; 


(ii) disclose to any person questions, or 
answers to any questions, on any quali- 
fication examination required by this 
rule; 


(iii) engage in any activity inconsistent 
with the confidential nature of any quali- 
fication examination required by this 
rule, or with its purpose as a test of the 
qualification of persons taking such ex- 
aminations; or 


(iv) Knowingly sign a false certification 
concerning any such qualification exam- 
ination. 


(h) Retaking of Qualification Examinations. 


Any associated person of a municipal securities 
broker or municipal securities dealer who fails to 
pass a qualification examination prescribed by the 
Board shall be permitted to take the examination 
again after a period of 30 days has elapsed from 
the date of the prior examination, except that any 
person who fails to pass an examination three or 
more times in succession shall be prohibited from 
again taking the examination until a period of six 
months has elapsed from the date of such per- 
son’s last attempt to pass the examination. 


(i) Employment. 


(i) Any person who first becomes associated with 
a municipal securities broker or municipal securi- 
ties dealer in a representative capacity (whether 
as a general securities representative or municipal 
securities representative) without having previous- 
ly qualified as a general securities representative 
or municipal securities representative shall be 
permitted to function in a representative capacity 
without qualifying pursuant to paragraph (e)(i) for 
a period of at least 90 days following the date such 
person becomes associated with a municipal se- 
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curities broker or municipal securities dealer pro- 
vided, however, that such person shall not trans- 
act business with any member of the public with 
respect to, or be compensated for transactions in 
municipal securities during such 90 day period, re- 
gardless of such person’s having qualified in ac- 
cordance with the examination requirements of 
this rule. A person subject to the requirements of 
this section shall in no event continue to perform 
any of the functions of a municipal securities rep- 
resentative after 180 days following the com- 
mencement of such person’s association with 
such municipal securities broker or municipal se- 
curities dealer, unless such person qualifies as a 
municipal securities representative pursuant to 
paragraph (e)(i). 


(ii) The requirements of this section (i) may be 
waived for any associated person of a municipal 
securities broker or municipal securities dealer in 
extraordinary cases in which such person demon- 
strates extensive experience in a field closely re- 
lated to the municipal securities business of such 
municipal securities broker or municipal securities 
dealer. Such waiver may be granted 


(A) by a registered securities associa- 
tion with respect to a person associated 
with a member of such association, or 


(B) by the appropriate regulatory author- 
ity with respect to a person associated 
with any other municipal securities bro- 
ker or municipal securities dealer. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder ap- 
plicable to the MSRB, and, in particular, the re- 
quirements of Section 15B and the rules and regu- 
lations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, ap- 
proved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17808/May 18, 1981 


A notice has been issued giving interested per- 
sons until June 9, 1981 to comment on the appli- 
cation of the Philadelphia Stock Exchange, Inc. 
for unlisted trading privileges in the common stock 
($.05 par value) of BAIRNCO CORPORATION 
which is listed and registered on one or more other 
national securities exchanges and is reported in 
the consolidated transaction reporting system. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17809/May 19, 1981 


The Securities and Exchange Commission an- 
nounced, pursuant to Section 12(k) of the Securi- 
ties Exchange Act of 1934 (‘Exchange Act’), the 
temporary suspension of over-the-counter trading 
of all securities of Brady Energy Corporation 
(‘BEC’), a corporation located at 660 South Fed- 
eral Highway, Pompano Beach, Florida 33062 for 
the ten day period commencing at 11:30 a.m. on 
May 19, 1981 and terminating on May 28, 1981 at 
midnight. 


The Commission suspended trading in the securi- 
ties of BEC because of questions which have been 
raised with respect to the adequacy and accuracy 
of publicly available information concerning the 
identity of the purchasers of a controlling interest 
in BEC, the status of the transaction and the finan- 
cial arrangements involved in the transaction. 


The Commission cautions broker-dealers, share- 
holders, and prospective purchasers that they 
should carefully consider the foregoing information 
along with all other current available information 
and any information subsequently issued by the 
company. 


Furthermore, brokers and dealers should be alert 
to the fact that, pursuant to Rule 15c2-11 under 
the Exchange Act, at the termination of the trading 
suspension no quotation may be entered unless 
and until they have strictly complied with all of the 
provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has com- 
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plied with said rule, he should not enter any quota- 
tion but immediately contact the staff of the Divi- 
sion of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required 
by Rule 15c2—11, he should refrain from entering 
quotations relating to the security in question until 
such time as he has familiarized himself with said 
rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quo- 
tation which is in violation of said rule, the Com- 
mission will consider the need for prompt enforce- 
ment action. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 17810/May 19, 1981 


OPTIONS CLEARING CORPORATION (‘‘OCC’’) 


(SR-OCC-80-4) 


ORDER APPROVING PROPOSED RULE 
CHANGE 


On April 28, 1980, OCC filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities Ex- 
change Act of 1934, 15 U.S.C. 78s(b)(1) (the 
“Act”) and Rule 19b-4 thereunder, a proposed 
rule change authorizing OCC to (i) disapprove an 
application for clearing membership if the appli- 
cant or person associated with the applicant is 
subject to a statutory disqualification, and (ii) 
make certain findings as to whether a person is 
subject to a statutory disqualification. 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule 
change was given by publication of a Commission 
Release (Securities Exchange Act Release No. 
16792, May 8, 1980) and by publication in the 
Federal Register (45 FR 32,465, May 16, 1980). 
No written comments were received by the Com- 
mission. OCC made certain modifications in a let- 
ter to the Commission staff dated December 10, 
1980. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder ap- 
plicable to registered clearing agencies, and in 
particular, the requirements of Section 17A of the 
Act. 
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It is therefore ordered, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
be approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT of 1934 
Release No. 17811/May 19, 1981 


A notice has been issued giving interested per- 
sons until June 10, 1981 to comment on the appli- 
cation of RESTAURANT ASSOCIATES INDUS- 
TRIES, INC. to withdraw its common stock ($1 par 
value) from listing and registration on the Boston 
Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17812/May 20, 1981 


Admin. Proc. File Nos. 3-5027 and 3-5930 
In the Matter of the Application of 


LAWRENCE H. RIPP 
3635 North Allwood Place 
Tucson, Arizona 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


OPINION OF THE COMMISSION 


REGISTERED SECURITIES ASSOCIA- 
TION—REVIEW OF DISCIPLINARY 
PROCEEDINGS 


Sanctions Imposed Pursuant to Re- 
mand 
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Where proceedings had been remanded 
to registered securities association to 
reconsider the sanctions it had imposed 
on securities salesman, held, associa- 
tion’s re-imposition of unqualified bar 
modified to permit salesman to become 
re-employed by an association member 
in a non-supervisory capacity, upon 
making a showing satisfactory to the as- 
sociation that he will be adequately su- 
pervised. 


APPEARANCES: 
Allan W. Duprey, for Lawrence H. Ripp. 


Andrew McR. Barnes and Thomas A. Wiltrakis, 
for the National Association of Securities Dealers, 
Inc. 


Lawrence H. Ripp, a securities salesman, seeks 
review of the bar from association with any of its 
members imposed on him by the National Associ- 
ation of Securities Dealers, Inc. (“NASD”).' 


This case is here for the third time. On the first oc- 
casion, we affirmed the NASD’s findings of viola- 
tion and the sanctions it imposed, including the 
bar that is still at issue. Our findings at that time 
may be summarized as follows. 


In 1972, a customer asked Ripp to sell five $1,000 
bonds for the customer’s account. The bonds, 
which were in bearer form, were turned over to 
Ripp but, since they were in default, Ripp was 
unable to sell them. In 1974, after being advised 
that the trustee for the bondholders would pay 
$291.97 for each bond pursuant to court order, 
Ripp sent the bonds to the trustee and received a 
check, payable to Ripp, in the amount of 
$1,459.85. Since the customer wanted the pro- 
ceeds in cash, Ripp deposited the check in his 


'The NASD also censured Ripp, fined him $1,500, 
and assessed costs. 


2Lawrence H. Ripp, Securities Exchange Act Re- 
lease No. 13198 (January 24, 1977), 11 SEC 
Docket 1555. 
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own checking account, and told the customer that 
he would have to wait two weeks for the check to 
clear before getting his money. 


Shortly after making the deposit, Ripp left for a 
two-week vacation. After his return, he made a 
second deposit in his checking account for 
$447.69. But, prior to that deposit, he had drawn 
$1,200 against the trustee’s check. According to 
Ripp, he subsequently became confused as to 
which deposit represented the customer's pro- 
ceeds. He therefore offered the customer $450 in 
cash and the balance upon verification that the 
$1,459.85 deposit was the trustee’s check. The 
customer accepted Ripp’s offer, and agreed to 
sign an “interim release” prepared by Ripp which 
absolved Ripp from any further liability except for 
‘‘a possible error of bookkeeping of an even 
$1,000.” However, when Ripp went to the custom- 
er’s apartment with the $450 and the “interim re- 
lease,” he encountered the customer's wife who 
refused the tendered payment and accused Ripp 
of trying to cheat her. 


After Ripp’s employer had confronted him with a 
complaint from his customer’s attorney, and Ripp’s 
bank had verified the fact that the $1,459.85 de- 
posit was the trustee’s check, Ripp paid his cus- 
tomer the money that was due him. 


When Ripp offered the customer $450, he was 
fully aware that he had received $1,459.85 for the 
customer’s bonds. He took for himself funds that 
beionged to his customer and, to achieve that end, 
misled the customer as to the amount of the pro- 
ceeds that had been realized from the customer's 
securities. 


Since a customer’s funds were misappropriated, 
and the misappropriation was coupled with delib- 
erate deception, we found that the sanctions 
imposed by the NASD were neither excessive nor 
oppressive. 


Ripp appealed our decision to the United States 
Court of Appeals for the Ninth Circuit. The Court 
affirmed our findings as to Ripp’s violations.* How- 


3|t also rejected Ripp’s arguments that the NASD’s 
procedures had denied him due process 
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ever, it questioned whether the “lifetime” bar of 
Ripp was too severe, and remanded the case to 
us to consider whether the 60-day suspension 
originally imposed by the NASD’s District Commit- 
tee ‘might be more appropriate and better serve 
the public interest.” * The Court stated: 


“Our reluctance to find an abuse of dis- 
cretion is enhanced by the SEC’s recog- 
nition, in its brief, that under appropriate 
circumstances a bar from association 
with an NASD member may be re- 
moved. The SEC refers to Hanly v. 
SEC, 415 F.2d 589, 598 (2d Cir., 1969), 
wherein the court wrote: ‘[O]f course 
even the permanent bar order which the 
Commission in its discretion has im- 
posed ... is not necessarily an irrevo- 
cable sanction; upon application, the 
Commission, if it finds that the public in- 
terest no longer requires the applicant's 
exclusion from the securities business, 
may permit his return—usually subject 
to appropriate safeguards.’”’® 


After the matter had been remanded to us, we 
concluded that “the reconsideration of sanctions 
mandated by the Court should, at least in the first 
instance, be made by the organization that im- 
posed those sanctions.’ We accordingly re- 
manded this case to the NASD.® 


On remand, the NASD reconsidered the bar 
imposed on Ripp and, citing the extremely serious 
nature of his misconduct, reaffirmed the imposition 
of that sanction.” In doing so, the NASD stated: 


4Ripp v. S.E.C., No. 77-1656 (C.A. 9, February 5, 
1979). The other sanctions and costs assessed by 
the District Committee had been affirmed by the 
NASD’s Board of Governors. 


Sid at n. 2. 


SLawrence H. Ripp, Securities Exchange Act Re- 
lease No. 15977 (June 27, 1979), 17 SEC Docket 
1106. 


7\t also reaffirmed the other sanctions imposed on 
Ripp, and its assessment of costs. See n. 1, 
supra. 
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“We firmly believe that the public inter- 
est as well as the interests of others en- 
gaged in the securities business will 
only be served by requiring Mr. Ripp, 
should he desire to re-enter the indus- 
try, to do so in a capacity where he will 
be effectively supervised and controls 
can be placed over the manner in which 
he operates to prevent a recurrence of 
his misconduct. This cannot be done by 
a suspension which, once having been 
served, would permit his re-entry auto- 
matically. The bar, however, will permit 
us to fashion appropriate controls and 
assess the adequacy of supervision 
through our membership continuance 
procedures.” 


IV. 


In contending that the bar imposed by the NASD is 
too severe, Ripp argues, among other things, that 
his record is otherwise unblemished; that his mis- 
conduct was an isolated incident unlikely to be re- 
peated; that he made “immediate restitution” to 
his customer; and that the NASD’s District Com- 
mittee, while it admittedly “did not believe his ver- 
sion of the facts,’ observed his demeanor and 
thus “had the best opportunity to determine an ap- 
propriate sanction.’ ® 


As we concluded when this matter was first before 
us, we consider that the NASD’s original imposi- 
tion of a bar was fully warranted. Ripp’s miscon- 
duct could hardly have been more serious. There 
can be no justification for the misappropriation of a 
customer's funds, particularly when it is coupled 
with deliberate deception. Nor can such miscon- 
duct be excused because Ripp made restitution 
after a complaint had been lodged with his em- 
ployer. In a business with many opportunities for 
abuse and overreaching, Ripp demonstrated a cal- 
lous disregard for the most basic tenets of “just 
and equitable principles of trade.” 


Nevertheless, as Ripp points out, his record is oth- 
erwise unblemished. And, as a result of this pro- 


8Ripp did not appear before the NASD’s Board of 
Governors. 
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ceeding, he has already been excluded from the 
securities business for more than five years. 
Under the circumstances, we consider that the un- 
qualified bar reaffirmed by the NASD is excessive 
and should be reduced, particularly in view of the 
time that has elapsed since it was first imposed. 
However, we share the NASD’s concern that, in 
order to protect public investors, Ripp’s return to 
the securities industry should be made contingent 
on an appropriate showing that he will receive ad- 
equate supervision, a result that cannot be accom- 
plished if he is merely suspended. 


As noted above, the NASD appears willing to re- 
admit Ripp to the securities business provided his 
activities can be made subject to appropriate con- 
trols. But the Association apparently considered 
that its only options were to impose either an un- 
qualified bar or a suspension. However, the 
NASD’s rules provide that the Association may as- 
sess ‘any other fitting penalty deemed appropriate 
under the circumstances.’’? We think that, in order 
to accomplish the desired result, the bar against 
Ripp should be modified by making it subject to 
the following proviso. Ripp will be permitted to 
work for an NASD member in a non-supervisory 
capacity, upon making a showing satisfactory to 
the Association that he will be adequately super- 
vised.'° 


An appropriate order will issue. 


By the Commission (Chairman SHAD and Com- 
missioners LOOMIS, EVANS, FRIEDMAN AND 
THOMAS). 


George A. Fitzsimmons 
Secretary 





%Article V, Section 1 of the NASD’s Rules of Fair 
Practice. NASD Manual § 2301, p. 2114. 


'0We are unable to find the other sanctions 
imposed by the NASD excessive or oppressive. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17812/May 20, 1981 


Admin. Proc. File Nos. 3-—5027 and 3-—5930 
In the Matter of the Application of 


LAWRENCE H. RIPP 
3635 North Allwood Place 
Tucson, Arizona 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


ORDER MODIFYING DISCIPLINARY ACTION 
TAKEN BY REGISTERED SECURITIES ASSOCI- 
ATION 


On the basis of the Commission’s opinion issued 
this day, it is 


ORDERED that the bar from association with any 
of its members imposed on Lawrence H. Ripp by 
the National Association of Securities Dealers, 
Inc. (“NASD”), be, and it hereby is, modified by 
making it subject to the proviso that Ripp may be 
employed by an NASD member in a non- 
supervisory capacity, upon making a showing sat- 
isfactory to the Association that he will receive ad- 
equate supervision; and it is further 


ORDERED that the other sanctions imposed on 
Ripp by the NASD, and the Association’s assess- 
ment of costs, be, and they hereby are, affirmed. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17813/May 21, 1981 


NOTICE OF FILING OF PROPOSED RULE 
CHANGES BY THE MUNICIPAL SECURITIES 
RULEMAKING BOARD 


File No. SR-MSRB-81-5 


On May 13, 1981, the Municipal Securities 
Rulemaking Board (the ‘“MSRB”) submitted pro- 
posed rule changes under Rule 19b-—4 that would 
amend MSRB rule G-7 relating to information 
concerning associated persons, rule G-8 concern- 
ing rcordkeeping, rule G—26 concerning adminis- 
tration of accounts, and rule G-27 concerning su- 
pervision. The proposed rule changes would 
reflect recent amendments to MSRB rule G-3 
which established the new qualification classifica- 
tion of municipal securities sales principal." 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
May 25, 1981. In order to assist the Commission 
in determining whether to approve the proposed 
rule changes or to institute proceedings to deter- 
mine whether the proposed rule changes should 
be disapproved, interested persons are invited to 
submit written data, views, and arguments con- 
cerning the submission within 21 days from the 
date of publication in the Federal Register. Per- 
sons desiring to make written comments should 
file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 
20549. Reference should be made to File No. 
SR-MSRB-81-5. 


Copies of the submission and all subsequent 
amendments and copies of all written statements 
with respect to the proposed rule changes which 
are filed with the Commission and all written com- 
munications relating to the proposed rule changes 
between the Commission and any person, other 
than those which may be withheld from the public 
in accordance with the provisions of 5 U.S.C. 
§ 552, will be available for inspection and copying 


1The proposed amendments to MSRB rule G-3 
(File No. SR-MSRB-81-2) were approved by the 
Commission in Securities Exchange Act Release 
No. 17807 (May 15, 1981). 
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at the Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of 
the filing and of any subsequent amendments will 
also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17814/May 21, 1981 


A notice has been issued giving interested per- 
sons until June 12, 1981 to comment on the appli- 
cations of the Boston Stock Exchange, Inc. for 
unlisted trading privileges in thirteen issues which 
are listed and registered on one or more other na- 
tional securities exchanges and are reported in the 
consolidated transaction reporting system. 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22053/May 15, 1981 


In the Matter of 


NORTHEAST UTILITIES 

WESTERN MASSACHUSETTS ELECTRIC 
COMPANY 

174 Brush Hill Avenue 

West Springfield, Massachusetts 01089 
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THE CONNECTICUT LIGHT & POWER 
COMPANY 

THE HARTFORD ELECTRIC LIGHT COMPANY 

NORTHEAST NUCLEAR ENERGY COMPANY 

Selden Street 

Berlin, Connecticut 06037 


HOLYOKE WATER POWER COMPANY 
One Canal Street 
Holyoke, Massachusetts 01040 


(70-6465) 


NOTICE OF PROPOSED CHANGE IN REVOLV- 
ING CREDIT AGREEMENT 


Northeast Utilities (“NU”), a registered holding 
company, and five of its wholly-owned subsidiary 
companies, The Connecticut Light & Power Com- 
pany (““CL&P’’), The Harford Electric Light Compa- 
ny (“HELCO”), Western Massachusetts Electric 
Company (‘‘WMECO’”’), Holyoke Water Power 
Company (‘HWP’) and Northeast Nuclear Energy 
Company (“NNECO”), have filed a post-effective 
amendment to an application-declaration previ- 
ously filed with this Commission pursuant to Sec- 
tions 6(a), 7 and 12(b) of the Public Utility Holding 
Company Act of 1935 (‘Act’), and Rules 45 and 
50 thereunder. 


By orders dated July 1, 1980 (HCAR No. 21647), 
August 21, 1980 (HCAR No. 21684) and Februa- 
ry 3, 1981 (HCAR No. 21905) and April 14, 1981 
(HCAR No. 22005) in this matter, the applicants- 
declarants were authorized, among other things, 
to issue and sell notes to banks and, with the ex- 
ception of HWP and NNECO, commercial paper to 
a dealer in commercial paper from time to time 
through June 30, 1981. In addition, CL&P, HELCO 
and WMECO were authorized to enter into a 
multibank revolving credit and term loan agree- 
ment under the terms of which the three com- 
panies can borrow up to an aggregate of 
$140,000,000. The aggregate amount of all such 
notes at any time outstanding, whether issued to 
banks (“Bank Notes’) or to a dealer in commercial 
paper (“Commercial Paper’) or to banks under the 
revolving credit/term loan agreement (“Revolving 
Credit/Term Notes”) may not exceed $55,000,000 
in the case of NU, $210,000,000 in the case of 
CL&P, $140,000,000 in the case of HELCO, 
$85,000,000 in the case of WMECO, $8,000,000 
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in the case of HWP and $40,000,000 in the case 
of NNECO. 


As presently structured the exercise by any com- 
pany of its option to convert borrowings under the 
revolving credit agreement to term loans would 
permanently foreclose such company from making 
further revolving loans. It is proposed that the 
agreement be revised to permit CL&P, HELCO 
and WMECO to reborrow during the revolving 
credit period even through a portion of the out- 
standing borrowings may have been converted to 
term loans. The amount available for reborrowing 
by an individual company, however, would be re- 
duced to the extent a portion of its commitment 
had been converted to term loans. 


The application-declaration and amendments 
thereto are available for public inspection through 
the Commission’s Office of Public Reference. In- 
terested persons wishing to comment or request a 
hearing should submit their views in writing by 
June 8, 1981, to the Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549, 
and serve a copy on the applicants-declarants at 
the addresses specified above. Proof of service 
(by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. Any 
request for a hearing shall identify specifically the 
issues of fact or law that are disputed. A person 
who so requests will be notified of any hearing in 
this matter. After said date, the application- 
declaration, as amended or as it may be further 
amended, may be granted and permitted to be- 
come effective. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22054/May 15, 1981 


In the Matter of 


COLUMBUS AND SOUTHERN OHIO ELECTRIC 
COMPANY 

215 North Front Street 

Columbus, Ohio 43215 


(70-6451) 


NOTICE OF PROPOSED EXTENSION OF 
SHORT-TERM BORROWING ARRANGEMENTS 


Columbus and Southern Ohio Electric Company 
(“CSOE”), an electric utility subsidiary of Ameri- 
can Electric Power Company, Inc., a registered 
holding company, has filed with this Commission a 
post-effective amendment to its application previ- 
ously filed and amended pursuant to Section 6(b) 
of the Public Utility Holding Company Act of 1935 
(“Act”) and Rules 50(a)(2) and 50(a)(5) thereun- 
der. 


By orders dated May 28, 1980, September 23, 
1980 and November 18, 1980 (HCAR Nos. 21594, 
21723 and 21795), CSOE was granted short-term 
borrowing authorization through July 1, 1981, in 
an aggregate principal amount not to exceed 
$200,000,000. CSOE’s credit arrangements for 
such borrowings consist of (1) lines of credit with 
46 banks aggregating $385,926,000; (2) a loan 
agreement with certain banks for up to 
$80,000,000 of loans for use in retiring certain of 
its preferred shares; (3) a credit agreement for up 
to $30,000,000 of fuel inventory financing; (4) 
arrangements for borrowing up to $23,000,000 
from funds managed by certain banks’ trust de- 
partments; and (5) an arrangement for the issu- 
ance and sale of commercial paper to a commer- 
cial paper dealer. 


By post-effective amendment, CSOE requests au- 
thorization to extend its previously authorized 
short-term borrowing arrangements from July 1, 
1981 through January 1, 1982. The date by which 
such short-term debt must mature would be ex- 
tended from March 31, 1982 until June 30, 1982. 


The application as amended by the post-effective 
amendment and any amendments thereto are 
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available for public inspection through the Com- 
mission’s Office of Public Reference. Interested 
persons wishing to comment or request a hearing 
should submit their views in writing by June 8, 
1981, to the Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549, and serve 
a copy on the applicant at the address specified 
above. Proof of service (by affidavit or, in the case 
of an attorney at law, by certificate) should be filed 
with the request. Any request for a hearing shall 
identify specifically the issues of fact or law that 
are disputed. A person who so requests will be 
notified of any hearing, of ordered, and will receive 
a copy of any notice or order issued in this matter. 
After said date, the application, as amended by 
the post-effective amendment or as it may be fur- 
ther amended, may be granted. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22055/May 15, 1981 


In the Matter of 


GULF POWER COMPANY 
Pensacola, Florida 


(70-6555) 


ORDER AUTHORIZING ISSUANCE OF POLLU- 
TION CONTROL REVENUE BONDS 


Gulf Power Company (‘Gulf’), an electric utility 
subsidiary of The Southern Company (‘‘South- 
ern’), a registered holding company, has filed a 
declaration with this Commission under Sections 
6(a), 7 and 9(b)(1) of the Public Utility Holding 
Company Act of 1935 (‘Act’) and Rule 50(a)(5) 
thereunder. 


Pursuant to arrangements with Mississippi Power 
Company (‘Mississippi’), an associate company, 
Gulf has under construction Unit No. 2 of a coal- 
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fired steam electric generating station (‘Plant 
Daniel’) located in Jackson County, Mississippi 
(“County”). Unit No. 1 of Plant Daniel, presently 
owned by Mississippi, was placed in commercial 
operation in 1977. Gulf also has acquired from 
Mississippi a 50% undivided interest in certain fa- 
cilities common to both units. Final consummation 
of such arrangements at or about the time com- 
mercial operation is commenced at Unit No. 2 
(scheduled for 1981) will result in Gulf and 
Mississippi each becoming owners of 50% undi- 
vided interests as tenants in common in Plant 
Daniel (including both Units No. 1 and No. 2). In 
order to comply with prescribed environmental 
standards for air and water quality of the State of 
Mississippi, it is necessary to construct facilities 
for this purpose (‘Pollution Control Facilities’). By 
order dated April 19, 1978 (HCAR No. 20508), the 
Commission authorized Gulf’s disposition and ac- 
quisition of the Pollution Control Facilities pursu- 
ant to an Installment Sale Agreement between the 
County and Gulf (“Original Agreement’). It is now 
proposed that the Original Agreement be 
amended by an Amended and Restated Install- 
ment Sale Agreement (‘“Agreement’) to provide 
for the issuance by the County of its pollution con- 
trol revenue bonds (‘Revenue Bonds’’). 


Ht is proposed that the County will issue its reve- 
nue bonds for the purpose of (1) paying the costs 
of the acquisition and construction of certain of the 
Pollution Control Facilities to be used in connec- 
tion with Unit No. 2 of Plant Daniel (‘Project’) and 
(2) retiring the County’s interim pollution control 
revenue note in the principal amount of 
$1,500,000 (“Interim Note’) heretofore issued to 
pay the costs of the acquisition and construction of 
certain of the Pollution Control Facilities to be 
used in connection with the related common facili- 
ties at Plant Daniel. The Board of Supervisors of 
Jackson County, Mississippi has entered into 
arrangements with a group of underwriters headed 
by the First Boston Corporation for the sale of 
$21,200,000 principal amount of Pollution Control 
Revenue Bonds maturing May 1, 2011. Such 
arrangements provide for an interest rate of 
11-%2% per annum and result in an effective inter- 
est cost to the Board of 11.677% per annum. Gulf 
will not be a party to such agreement for the un- 
derwriting of the Revenue Bonds. Bond counsel 
will issue and opinion that interest on the Revenue 
Bonds will be exempt from federal income taxa- 
tion. The County is authorized by Mississippi law 
to issue the Revenue Bonds for such purposes. 
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The proceeds of the sale of the Revenue Bonds 
will be deposited by the County with a Trustee 
under an indenture to be entered into between the 
County and such Trustee (‘Indenture’) pursuant 
to which the Revenue Bonds are to be issued and 
secured. Such proceeds will be applied to pay- 
ment of the Cost of Construction (as defined in the 
Agreement) of the Project and to the retirement of 
the Interim Note. The Indenture will provide that 
the Revenue Bonds will be redeemable without 
premium, (a) at any time on or after a date not 
later than 10 years from the date of issuance, in 
whole or in part, at the option of Gulf, initially with 
a premium of up to 3% of the principal amount and 
declining by not less than ’% of 1% each year 
thereafter, and (b) in whole, at the option of Gulf, 
in certain other cases. The Revenue Bonds will 
mature from one to 30 years from the first day of 
the month in which they are initially issued and 
may be entitled to the benefit of a mandatory re- 
demption sinking fund calculated to retire a portion 
of the aggregate principal amount of the issue 
prior to maturity. 


The Agreement will provide for Gulf's payment of 
the purchase price of the Project in semi-annual 
installments over a term of years, and the assign- 
ment to the Trustee of the County’s interest in, and 
of the moneys receivable by the County under the 
Agreement. It will also provide that the purchase 
price of the Project payable to the County will be 
such amount as shall be sufficient (together with 
other moneys held for that purpose by the Trustee 
under the County’s Indenture) to pay the principal 
premium, if any, and interest on the Revenue 
Bonds as the same become due and payable. The 
Agreement will obligate Gulf to pay the fees and 
charges of the Trustee. 


In order to obtain the benefit of a rating for the 
Revenue Bonds equivalent to the rating accorded 
the first mortgage bonds outstanding under Gulf’s 
indenture dated as of September 1, 1941 as sup- 
plemented and amended (‘‘Mortgage’’), Gulf pro- 
poses to obtain the authentication of a series of 
first mortgage bonds (‘Collateral Bonds’) under 
the Mortgage, as supplemented. To secure its ob- 
ligations under the Agreement, Gulf proposes to 
deliver to the Trustee Collateral Bonds in principal 
amount equal to the principal amount of the Reve- 
nue Bonds. Delivery of the Collateral Bonds will be 
made concurrently with the issuance and delivery 
of the Revenue Bonds or as soon thereafter, in 
one or more deliveries, as Gulf can satisfy the 
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conditions precedent to the issuance of the Collat- 
eral Bonds, including the earnings coverage re- 
quirement, under the Mortgage. The Collateral 
Bonds will bear interest at a rate equal to the inter- 
est rate per annum to be borne by the Revenue 
Bonds, will mature on the maturity date of such 
bonds, and will be non-transferable by the Trus- 
tee. The supplemental indenture will provide, how- 
ever, that the obligation of Gulf to make payment 
with respect to the Collateral Bonds will be 
satisfied to the extent that payments are made 
under the Agreement sufficient to meet payments 
when due in respect of the Revenue Bonds. It will 
also provide that, upon deposit with the Trustee of 
funds sufficient to pay or redeem all or any part of 
the Revenue Bonds, or upon direction to the Trus- 
tee by Gulf to so apply funds available therefor, or 
upon delivery of outstanding Revenue Bonds to 
the Trustee by or for the account of Gulf, the Trus- 
tee will be obligated to deliver to Gulf, or for the 
account of Gulf, the related Collateral Bonds then 
held as collateral in an aggregate principal amount 
equal to the aggregate principal amount of Reve- 
nue Bonds for the payment or redemption of which 
such funds have been deposited or applied or 
which shall have been so delivered. Upon acceler- 
ation by the Trustee of the principal amount of all 
outstanding Revenue Bonds, the Trustee may de- 
mand the mandatory redemption of the related 
Collateral Bonds then held by it as collateral at a 
redemption price equal to the principal amount 
thereof plus accrued interest, if any, to the date 
fixed for redemption. The supplemental indenture 
may provide that, upon the optional redemption of 
the Revenue Bonds, in whole or in part, at any 
time after they have been outstanding for a period 
not longer than 10 years, an equal principal 
amount of the related Collateral Bonds will be re- 
deemed at an initial premium of up to 3% declining 
by not less than 12% every year. Because interest 
accrues in respect of the series of the Collateral 
Bonds until satisfied by payments under the 
Agreement, annual interest charges in respect of 
the Collateral Bonds will be included in computing 
the interest earnings requirement restricting the 
amount of first mortgage bonds which may be 
issued and sold to the public in relation to Gulf’s 
net earnings. 


The issuance of the Collateral Bonds by Gulf has 
been authorized by the Florida Public Service 
Commission. No other state commission and no 
federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. The 
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fees, commissions and expenses to be incurred in 
connection with the proposed transaction are esti- 
mated to be $67,400. 


Gulf requests an exemption from the competitive 
bidding requirements of Rule 50 pursuant to 
subparagraph (a)(5) inasmuch as the Collateral 
Bonds are to be issued and pledged solely to se- 
cure Gulf’s obligations to the County and no public 
offering by Gulf of the Collateral Bonds is to be 
made. 


Due notice of the filing of said declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 22013) and 
no hearing has been requested of or ordered by 
the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, be, and it hereby is, permitted to be- 
come effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 

Release No. 22056/May 19, 1981 

In the Matter of 


SYSTEM FUELS, INC. 
New Orleans, Louisiana 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


LOUISIANA POWER & LIGHT COMPANY 
Jackson, Mississippi 
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NEW ORLEANS PUBLIC SERVICE INC. 
New Orleans, Louisiana 


(70-6428) 


ORDER AUTHORIZING AMENDMENT OF FI- 
NANCING ARRANGEMENTS RELATED TO THE 
PURCHASE OF FUEL BY A NONUTILITY SUB- 
SIDIARY FOR USE BY OPERATING COM- 
PANIES 


Arkansas Power & Light Company, Louisiana 
Power & Light Company, Missississp Power & 
Light Company, and New Orleans Public Service 
Inc. (collectively, the “Operating Companies’), all 
public utility subsidiary companies of Middle South 
Utilities, Inc. (“Middle South’), a registered hold- 
ing company, together with System Fuels, Inc. 
(“SFI”), a jointly owned nonutility subsidiary com- 
pany of the Operating Companies, have filed with 
this Commission a post-effective amendment to 
the declaration previously filed in this proceeding 
pursuant to Sections 6(a), 7, 12(b) and 12(f) of the 
Public Utility Holding Company Act of 1935 (‘Act’) 
and Rules 45 and 50(a)(5) thereunder. 


By order dated May 22, 1980 (HCAR No. 21584) 
SFI, with its Operating Companies, was authorized 
to enter into a loan agreement with Clipper Oil 
Corporation (‘Clipper’), a nonaffiliated company, 
dated as of May 28, 1980 for the purpose of 
financing fuel inventory. Under the loan agreement 
Clipper makes loans to SFI in amounts not to ex- 
ceed $100,000,000 at any time outstanding out of 
the proceeds of commercial paper notes issued 
and sold by Clipper or the proceeds of revolving 
credit borrowings obtained by Clipper under a 
credit agreement dated as of May 28, 1981 be- 
tween Clipper and Bank of America. 


A post-effective amendment has now been filed 
seeking authorization to enter into an amended 
loan agreement under which the terms of the loan 
agreement would be extended from May 28, 1981 
to July 31, 1982 and certain related conforming 
changes would be made including changes in the 
timing and mechanics of subsequent renewals. 
Subsequent renewals will be for twelve-month pe- 
riods. Corresponding changes would also be 
made in the credit agreement which would also be 
extended to July 31, 1982. 


No fees commissions or expenses are expected to 
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be incurred in connection with the proposed trans- 
action. No state commission and no federal com- 
mission, other than this Commission, has jurisdic- 
tion over the proposed transaction. 


Due notice of the filing of said declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 22024) and 
no hearing has been requested of or ordered by 
the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied: 


IT 1S ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, be, and it hereby is, permitted to be- 
come effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated 
under the Act except that certificates thereunder 
may be filed quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22057/May 19, 1981 


In the Matter of 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 


(70-6590) 


ORDER AUTHORIZING LEASE OF RAIL COAL 
CARS 


Central Power and Light Company (‘Company’), 
an electric utility subsidiary of Central and South 
West Corporation, a registered holding company, 
has filed an application-declaration and an amend- 
ment thereto with this Commission pursuant to 
Sections 9(a), 10 and 12 of the Public Utility Hold- 
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ing Company Act of 1935 (‘Act’) and Rules 86 to 
95 thereunder. 


Due to increased use of coal at Unit 1 of its 
Coleto Creek generating station in Goliad County, 
Texas coupled with the destruction of and/or need 
to repair 21 of the rail cars the Company owns, it 
has become necessary to lease additional coal 
cars. The Company proposes to enter into a one 
year lease for 105 rail cars which would com- 
mence in May 1981 with the option to extend that 
lease for an additional year. Public Srvice Compa- 
ny of Oklahoma (‘‘PSO”), an affiliate of the Com- 
pany submitted a bid which bettered all competing 
bids, providing for the lease of the rail cars to the 
Company at the rate of $240.44 per car per month. 
That bid was accepted by the Company. This 
lease rate does not exceed PSO’s cost of provid- 
ing such cars. 


Because of the emergency need for additional 
coal cars, subject to Commission approval, the 
Company has leased 40 coal cars from PLM 
-Railcar Services, Inc. pursuant to a six month 
lease commencing February 1981 with an option 
to extend the lease for an additional six months. 
These cars are leased at a rate of $280 per car 
per month plus $.02 per mile. 


No state commission and no federal commission, 
other than this Commission, has jurisdiction over 
the proposed transactions. The fees, commissions 
and expenses to be incurred in connection with 
the proposed transaction are estimated to be $700 
including $500 in legal fees. 


Due notice of the filing of said application- 
declaration has been given in the manner pre- 
scribed in Rule 23 promulgated under the Act 
(HCAR No. 22032) and no hearing has been re- 
quested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied: 


IT 1S ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, be, and it hereby is 
granted and permitted to become effective forth- 
with, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
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Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22058/May 19, 1981 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
100 Broadway 
New York, New York 10000 


CNG COAL COMPANY 

CNG DEVELOPMENT COMPANY LTD. 

CNG PRODUCING COMPANY 

CNG RESEARCH COMPANY 

CONSOLIDATED GAS SUPPLY CORPORATION 

CONSOLIDATED NATURAL GAS SERVICE 
COMPANY, INC. 

CONSOLIDATED SYSTEM LNG COMPANY 

THE EAST OHIO GAS COMPANY 

THE PEOPLES NATURAL GAS COMPANY 

THE RIVER GAS COMPANY 

WEST OHIO GAS COMPANY 


(70-6596) 


NOTICE OF PROPOSED ISSUANCE AND SALE 
OF NOTES TO BANKS AND COMMERCIAL 
PAPER TO DEALER BY HOLDING COMPANY; 
INTRASYSTEM FINANCING: ISSUANCE AND 
SALE OF SUBSIDIARY COMMON STOCK TO 
HOLDING COMPANY; EXCEPTION FROM COM- 
PETITIVE BIDDING 


Consolidated Natural Gas Company (‘‘Consolida- 
ted’), a registered holding company, and certain 
of its subsidiaries, CNG Coal Company (‘Coal 
Company”), CNG Development Company Ltd., 
CNG producing company (‘Producing Company”), 
CNG Research Company (‘Research Company”), 
Consolidated Gas Supply Corporation (“Gas Sup- 
ply”), Consolidated Natural Gas Service Compa- 
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ny, Inc. (‘Service’), Consolidated System LNG 
Company (“LNG Company”), The East Ohio Gas 
Company (‘‘East Ohio’), The Peoples Natural Gas 
Company (‘Peoples’), The River Gas Company 
(‘River’) and West Ohio Gas Company (‘West 
Ohio’) have filed an application-declaration and 
amendments thereto with this Commission pursu- 
ant to Sections 6(a), 6(b), 7, 9(a), 10, 12(b) and 
12(f) of the Public Utility Holding Company Act of 
1935 (‘Act’) and Rules 43, 45, 50(a)(2) and 
50(a)(5) thereunder. 


Consolidated proposes to obtain funds for financ- 
ing the seasonal increase in gas storage invento- 
ries of subsidiary companies by issuing up to 
$125,000,000 of notes to banks from time to time 
through March 31, 1982. Such notes would mature 
within 12 months from the date of the first bor- 
rowing. There would be no commitment fees, re- 
quired compensating balances, or closing or relat- 
ed charges. Such notes would bear variable 
interest at either the prime rate in effect from time 
to time at the Chase Manhattan Bank, N.A. 
(“Chase Manhattan’) and/or at Consolidated’s op- 
tion, at an increment of three-eights of one percent 
(0.375%) over the London Interbank Offered Rate 
(“LIBOR’’), as quoted by Chase Manhattan in 
London and as adjusted for Federal Reserve re- 
quirements. For example, a 16% LIBOR rate 
would be adjusted for the current reserve require- 
ment to an effective LIBOR rate of 16.12%. Bor- 
rowing at prime may be prepaid, in whole or in 
part, without penalty or premium, upon five days 
written notice. Borrowings at LIBOR may only be 
repaid at the end of the LIBOR period. The aver- 
age of deposits regularly maintained in 
participating banks by Consolidated and its sub- 
sidiaries for normal operating purposes during 
1980 amounted to approximately $25,600,000. As- 
suming compensating balance requirements of 
10% of the lines and 10% of average borrowings, 
the average compensating balances would have 
amounted to approximately $27,100,000 for 1980. 
The borrowings are made from time to time as re- 
quired to finance the subsidiaries’ gas storage in- 
ventories and will be repaid as gas is withdrawn 
from storage and sold during the 1981-1982 heat- 
ing season. 


Consolidated, in order to meet working capital re- 
quirements proposes to issue and sell commercial 
paper, in the form of short-term bearer notes, to 
A.G. Becker Incorporated (‘Becker’), a dealer in 
commercial paper, from time to time through May 
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31, 1982. The aggregate principal amount of such 
notes, together with the bank notes as described 
below, would not exceed $100,000,000 outstand- 
ing at any one time. Such commercial paper will 
have varying maturities of not more than 270 days 
after date of issue and will be issued and sold in 
varying denominations of not less than $50,000 
and not more than $5,000,000 directly to Becker, 
at a discount which will not be in excess of the dis- 
count rate per annum prevailing at the date of is- 
suance for commercial paper of comparable quali- 
ty and like maturity. The commercial paper will not 
be payable prior to maturity. Consolidated pro- 
poses to sell commercial paper only so long as the 
discount rate or the effective interest cost on the 
date of sale does not exceed the equivalent cost 
of borrowings from a commercial bank. No com- 
mission or fee will be payable in connection with 
the issue and sale of such commercial paper 
notes. Becker, as principal, will reoffer such notes 
at a discount not to exceed one-tenth of one per 
cent per annum less than the prevailing discount 
rate to Consolidated. Such notes will be reoffered 
to not more than 200 identified and designated 
customers in a nonpublic list prepared in advance 
by Becker and furnished to the Commission. It is 
anticipated that the commercial paper will be held 
by customers to maturity; however, if any commer- 
cial paper is repurchased by Becker pursuant to a 
verbal repurchase agreement, such paper will be 
reoffered only to others in the group of 200 cus- 
tomers. 


If the issuance of commercial paper becomes im- 
practical because of market conditions or other 
factors, Consolidated proposes to issue short-term 
notes to Chase Manhattan and Citibank, N.A., up 
to an aggregate outstanding principal amount of 
$100,000,000 for such notes and commercial 
paper. Consolidated would borrow up to an aggre- 
gate principal amount of $50,000,000 outstanding 
at any one time from Chase Manhattan from time 
to time through May 31, 1982. Such borrowings 
would be at the bank’s prime interest rate on the 
borrowing date. Consolidated would also borrow 
an aggregate principal amount of up to 
$50,000,000 outstanding at any one time from 
Citibank, N.A., from time to time through May 31, 
1982. Such unsecured borrowings from Citibank 
would be charged a commitment fee of one quar- 
ter of one percent (0.25%) on the principal amount 
at Citibank’s base rate of interest, the prime rate, 
on each borrowing date. Borrowings from both 
banks would be evidenced by notes of Consolida- 
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ted maturing within 90 days of each borrowing 
date. The notes may be prepaid, in whole or in 
part, at any time without prior notice or premium. 
There will be no closing or related charges with re- 
spect to such bank loans. Assuming a 19% prime 
rate, the effective interest cost of borrowings from 
Citibank with a commitment fee of .25% on the 
principal would be 19.25%. 


Consolidated seeks to have the 5% limitation in 
condition (3) of the first sentence of the Section 
6(b) exemption from the provisions of Section 6(a) 
of the Act raised to 12% from the order date in this 
matter through May 31, 1982. Such an increase 
would permit Consolidated to have outstanding at 
any one time up to $100,000,000 aggregate princi- 
pal amount of short-term, unsecured bank notes 
and commercial paper. 


Consolidated proposes to make, from time to time 
up to May 31, 1982, open account advances 
aggregating up to $279,500,000 to its subsidiary 
companies for inventory gas financing and working 
capital. However, these advances will not exceed 
$225,000,000 at any one time. Such advances 
would be made as requested by each subsidiary 
and will be repaid within a year of the first advance 
to such subsidiary company. Interest would be at 
substantially the same effective rate of interest as 
the related gas storage bank loan, sale of com- 
mercial paper, and/or bank borrowing by Consoli- 
dated. If there is no outstanding short-term debt, 
the interest rate would be at the prime commercial 
rate of interest in effect from time to time at Chase 
Manhattan. Such advances will be made up to the 
following principal amounts: 


CNG Producing Company 
Consolidated Gas Supply Corporation 
Consolidated System LNG Company 
The East Ohio Gas Company 

The Peoples Natural Gas Company 
The River Gas Company 

West Ohio Gas Company 


$ 50,000,000 
100,000,000 
25,000,000 
50,000,000 
50,000,000 
1,500,000 
3,000,000 


Total $279,500,000 


The subsidiary companies propose to issue to 
Consolidated, and Consolidated proposes to ac- 
quire, up to $113,000,000 principal amount of 
nonnegotiable, long-term notes maturing in the 
years coinciding with the scheduled retirements of 
Consolidated’s debentures planned for issuance 
and sale in 1981, or over a period of time to be de- 
termined by the officers of Consolidated. In the 
event Consolidated does sell debentures in 1981 
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and any such long-term loans will have been made 
prior thereto, then the rate of interest shall be ret- 
roactively adjusted to be substantially equal to the 
effective cost of money to Consolidated through 
such sale. If Consolidated does not sell deben- 
tures in 1981, the long-term notes would bear in- 
terest at 13%, a rate predicated on and substan- 
tially equal to the effective cost of money to 
Consolidated through the issuance and sale by 
Consolidated of its 12-7/8% Debentures due Oc- 
tober 1, 2000. Interest shall be paid semi-annually. 
Such loans would partially finance the subsidiar- 
ies’ 1981 capital expenditures and would be made 
up to the following principal amounts: 


Company 

CNG Producing Company 

Consolidated Gas Supply Corporation 
Consolidated Natural Gas Service Company, Inc. 
The River Gas Company 

West Ohio Gas Company 


$ 27,000,000 
83,000,000 
500,000 
1,000,000 
1,500,000 


Total $113,000,000 


Consolidated proposes to purchase from the four 
subsidiaries listed below, and such subsidiaries pro- 
pose to issue and sell to Consolidated, an aggregate 
of $42,700,000 of capital stock at par value. The 
sales would be made needed by the subsidiaries 
from time to time through May 31, 1982. Consolida- 
ted would make such purchases primarily from inter- 
nal funds. The amounts and number of shares per 
subsidiary would be as follows: 


Number 

of Shares 
12,000 
($100 par) 
200,000 
($100 par) 
15,000 
($100 par) 
Consolidated Gas Supply Corpo- 200,000 
ration ($100 par) 


Aggregate 
Par Value 
$ 1,200,000 


Subsidiary 
CNG Coal Company 


CNG Producing Company 20,000,000 


CNG Research Company 1,500,000 


20,000,000 
$42,700,000 


Consolidated requests an exception from the com- 
petitive bidding requirements of Rule 50(b) pursuant 
to Paragraph (a)(5) with respect to the sale of com- 
mercial paper because such commercial paper will 
have maturities of nine months or less, current rates 
for commercial paper for prime borrowers, such as 
Consolidated, are published daily in financial publi- 
cations and it is not practical to invite competitive 
bids for commercial paper. Consolidated also pro- 
poses that the Rule 24 certificates of notification re- 
garding the proposed transactions be filed on a 
quarterly basis. 
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The application-declaration and any amendments 
thereto are available for public inspection through 
the Commission’s Office of Public Reference. Inter- 
ested person wishing to comment or request a hear- 
ing should submit their views in writing by June 11, 
1981, to the Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549, and serve a 
copy on the applicant-declarants at the address 
specified above. Proof of service (by affidavit, or in 
the case of an attorney at law, by certificate) should 
be filed with the request. Any request for a hearing 
shall identify specifically the issues of fact or law that 
are disputed. A person who so requests will be 
notified of any hearing, if ordered, and will receive a 
copy of any notice or order issued in this matter. 
After said date, the application-declaration, as 
amended or as it may be further amended, may be 
granted and permitted to become effective. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22059/May 20, 1981 


In the Matter of 


MIDDLE SOUTH ENERGY, INC. 
P.O. Box 61000 
New Orleans, Louisiana 70161 


MIDDLE SOUTH UTILITIES, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


ARKANSAS POWER & LIGHT COMPANY 
P.O Box 551 
Little Rock, Arkansas 72203 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 
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MISSISSIPPI POWER & LIGHT COMPANY 
P.O. Box 1640 
Jackson, Mississippi 39205 


NEW ORLEANS PUBLIC SERVICE, INC. 
317 Baronne Street 

P.O. Box 60340 

New Orleans, Louisiana 70160 


(70-6592) 


NOTICE OF PROPOSED INCREASE IN SHORT- 
TERM BORROWING AUTHORIZATION AND 
CHANGES IN CERTAIN AGREEMENTS RELAT- 
ED THERETO 


Middle South Utilities, Inc., a registered holding 
company, and five of its wholly-owned subsidiary 
companies, Middle South Energy, Inc. (‘“MSEI’), 
Arkansas Power & Light Company (‘‘AP&L’’), 
Louisiana Power & Light Company (‘“LP&L), 
Mississippi Power & Light Company (“MP&L) and 
New Orleans Public Service, Inc. (““NOPSI’) have 
filed an application-declaration and an amendment 
thereto with this Commission pursuant to Sections 
6(a), 7 and 12 of the Act and Rule 50 promulgated 
thereunder. 


MSEI is a special-purpose subsidiary whose sole 
activity is construction of Grand Gulf Unit Nos. 1 
and 2, a nuclear-fired generating facility sited near 
Natchez, Mississippi and having a net generating 
capacity of 2,500 MW. MSEI presently has a Bank 
Loan Agreement with a group of banks, with Man- 
ufacturers Hanover Trust Company (‘“MHTC’”) as 
agent, which have agreed to lend MSEI up to $808 
million through December 31, 1985. As of April 3, 
1981, MSEI had borrowed $733 million under the 
Agreement. It is proposed that the Bank Loan 
Agreement be amended to increase the total 
amount available thereunder to not more than $1.4 
billion and to extend the maturity date of the loans 
through December 31, 1986. The interest rate will 
be increased from 110% of the sum of % of 1% 
and the MHTC prime rate to 110% of the sum of 
1.3% and the MHTC prime rate. Based on a prime 
rate of 20% the effective cost of such borrowings 
will be 23.43%. The existing 5% compensating 
balance requirement will be eliminated and the 
loans will be prepayable in whole or in part at any 
time without penalty. Changes will also be made 
with respect to MSEI’s obligation under the agree- 
ment to meet a specific loan reduction schedule. 
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Such reductions will essentially reduce the out- 
standing principal of the loan by $100 million per 
annum commencing no later than December 31, 
1984. 


MSEI is currently a party to an Availability Agree- 
ment with AP&L, LP&L, MP&L, and NOPSI. Under 
the Availability Agreement, (i) MSE! agreed to 
complete the Grand Gulf Plant, to join in the Sys- 
tem Agreement, an interconnection agreement 
among members of the Middle South System, on 
or before the completion of the first unit and to sell 
to the parties to the System Agreement power 
available from the Grand Gulf Plant, and (ii) the 
system companies agreed to pay to MSEI such 
amounts as, when added to any other amounts re- 
ceived by MSEIl, would at least equal MSEIl’s 
operating expenses, such payments to commence 
on the date on which the first unit was placed in 
commercial operation, but not later than Decem- 
ber 31, 1982. However, if the first unit were in 
service on such date, such payments were not to 
commence with respect to the second unit until 
such unit was placed in commercial operation, but 
not later than December 31, 1986. The assumed 
dates for placing the first and second units in com- 
mercial operation will be changed to Decem- 


ber 31, 1984 and December 31, 1988, respective- 
ly. MSEI will amend its Mortgage and Deed of 
Trust to reflect the change in commercial opera- 
tion dates. 


The banks which are parties to the Bank Loan 
Agreement will consent to these changes upon the 
condition that, among other things, MSEI and the 
system companies enter into a Power Purchase 
Advance Payment Agreement. This Agreement 
will provide that if the first unit has not been com- 
pleted by December 31, 1983, then commencing 
on January 3, 1984 and continuing on the first 
business day of each month thereafter until the 
earlier of (i) the operation date and (ii) Decem- 
ber 31, 1984, the system companies will pay MSEI 
monthly $12.5 million in the aggregate as an ad- 
vance payment for power to be delivered from the 
first unit. The system companies are to be several- 
ly and not jointly liable for these payments in the 
same percentages applicable to the fixed alloca- 
tion of power under the Availability Agreement as 
set forth below. MSEIl’s rights under the Power 
Purchase Advance Payment Agreement will be as- 
signed to the banks. The system companies’ obli- 
gation to make such payments will terminate on 
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the earlier of the operation date or December 31, 
1984. 


Under the System Agreement as presently consti- 
tuted, Grand Gulf Plant capacity would be allo- 
cated to the system companies having a need for 
capability in proportion to the needs of all system 
companies needing additional capability. Thus, the 
amount of capability allocated to each system 
company would vary from to time depending not 
only on each system company’s own capability but 
also on the capabilities and responsibility ratios of 
the other system companies. 


Applicants propose to amend the terms of the 
Availability Agreement to provide for the firm allo- 
cation of MSEI’s share of the power and energy 
from the Grand Gulf Plant to the system com- 
panies in stated percentages and to provide for 
the allocation of the costs and expenses of the 
Grand Gulf Plant to the system companies in like 
percentages whether or not either units is placed 
in commercial operation. Such allocation of power 
will be as follows: AP&L—17.1%, LP&L—26.9%, 
MP&L—31.3% and NOPSI 24.7%. The sale of 
power from the Grand Gulf Plant will be made pur- 
suant to a Power Purchase Agreement which may 
provide for the allocation of power on a different 
basis than that set forth in the Availability Agree- 
ment. Such reallocation would not change the per- 
centages of entitlement and responsibility set forth 
in the Availability Agreement. 


The application-declaration and amendment there- 
to are available for public inspection through the 
Commission's Office of Public Reference. Interest- 
ed persons wishing to comment or request a hear- 
ing should submit their views in writing by June 12, 
1981, to the Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549, and serve 
a copy on the applicants-declarants at the address 
specified above. Proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should 
be filed with the request. Any request for a hearing 
shall identify specifically the issues of fact or law 
that are disputed. A person who so requests will 
be notified of any hearing, if ordered, and will re- 
ceive a copy of any notice or order issued in this 
matter. After said date, the application-declaration, 
as amended or as it may be further amended, may 
be granted and permitted to become effective. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 35-22060/May 21, 1981 


In the Matter of 


PANHANDLE EASTERN PIPE LINE COMPANY 
TRUNKLINE GAS COMPANY 

ANADARKO PRODUCTION COMPANY 

PAN EASTERN EXPLORATION COMPANY 
PANHANDLE WESTERN GAS COMPANY 
Houston, Texas 


(31-780) 


MEMORANDUM OPINION AND ORDER DE- 
CLARING COMPANIES NOT TO BE “GAS UTIL- 
ITY COMPANIES” PURSUANT TO SECTION 
2(a)(4) 


Panhandle Eastern Pipe Line Company (“PEPL’”), 
an interstate pipeline company, and its subsidiar- 
ies Trunkline Gas Company (‘‘Trunkline’’), 
Anadarko Production Company (‘Anadarko’), Pan 
Eastern Exploration Company (“Pan East’) and 
Panhandle Western Gas Company (‘Pan West’), 
have filed with this Commission an application and 
amendments thereto pursuant to Section 2(a)(4) of 
the Public Utility Holding Company Act of 1935 
(“Act”) for an order declaring each of them not to 
be a “gas utility company” as therein defined. No- 
tice of the application was duly given (HCAR No. 
21952, May 5, 1981). No person requested a hear- 
ing, and, as the record is complete, none is neces- 
sary. 


PEPL is a pipeline company, directly engaged in 
the production, interstate transportation and sale 
of natural gas. PEPL is also engaged, directly and 
through its subsidiaries, in oil and gas exploration 
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and production, and in other non-utility busi- 
nesses. At December 31, 1980, PEPL’s consolida- 
ted assets were $3,228,455,000; for the year then 
ended consolidated operating revenues were 
$2,492,235,000 of which gas revenues amounted 
to $2,040,244,000), and consolidated net income 
was $183,700,000. PEPL and Trunkline, also a 
pipeline company, sell gas in 12 midwestern and 
south central states, principally to investor-owned 
and municipal distribution systems, which resell 
the gas to the public. They also sell to other 
pipeline companies, and to industrial users and 
certain farm, rural and irrigation customers. 
Anadarko, Pan East and Pan West are primarily 
engaged in domestic oil and gas exploration and 
production. Anadarko owns and operates pipelines 
in Kansas, and makes sales of gas to utilities other 
pipelines, industrial and farm, rural and irrigation 
customers. Pan East and Pan West are producing 
companies, neither owning nor operating 
pipelines, all of whose sales are to pipeline 
companies and to gas producing companies that 
use gas to operate pumping equipment. 


PEPL has organized Panhandle Eastern Corpora- 
tion (“PEC”), a Delaware corporation. A subsidi- 
ary of PEC, organized for that purpose, is to be 
merged into PEPL, which, as the surviving corpo- 
ration, will be a direct subsidiary of PEC, and the 
common stockholders of PEPL will become com- 
mon stockholders of PEC, share-for-share.’ As a 
result of other intercorporate changes, Anadarko 
and Pan East will be direct subsidiaries of PEC 
after the merger. Trunkline and Pan West will re- 
main subsidiaries of PEPL and indirectly subsidi- 
aries of PEC.? 


The application before us is for an order declaring 
neither PEPL nor any of the other four companies 
to be a “gas utility company” as defined in Section 
2(a)(4) of the Act, so that PEC will not be a “hold- 


'For further details see PEPL’s prospectus, dated 
April 13, 1981, File No. 2-71326. 


2Section 2(a)(8) defines a “subsidiary company” 
of a holding company as a company 10% of whose 
outstanding voting securities are owned, directly 
or indirectly, by such holding company. 
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ing company” as defined in Section 2(a)(7).3 A 
condition of the proposed merger is the declarato- 
ry order for which the companies have applied. 


Applicants’ natural gas sales, by type of customer, 
for the year ended December 31, 1980, were as 
follows: 


—000 omitted— 


__PEPL 


Municipal $ 14,860 

Utilities 
Gas 
Electric 


1,239,965 


Pipeline Companies and 
Gas Producers 33,267 
Manufacturers and 


Other industrial 


Farm, Rural and 
Irrigation 


133,662 


4,889 
$1,426,643 


Intercompany 
Sales Excluded 


Section 2(a)(4) defines a ‘gas utility company” as 
one 


“which owns or operates facilities used 
for the distribution at retail . . . of natural 
or manufactured gas for heat, light or 
power.” 


This definition should be contrasted with that in 
Section 2(a)(3), which defines an “electric utility 
company” as “any company that owns or operates 
facilities used for the generation, transmission or 
distribution of electric energy for sale... .” Sec- 
tion 2(a)(4) is not as inclusive. It is limited to a 
company engaged in the “distribution at retail.” 


The exclusion of gas producing and pipeline 
companies was neither inadvertent nor fortuitous. 
The original Senate bill defined a “gas utility com- 
pany” as a company: 


“which owns or operates facilities for the 
production, transportation, or distribu- 
tion of natural or manufactured gas, and 
which transports, sells or furnishes such 





3Section 2(a)(7) defines a holding company as 
one “which directly or indirectly owns ... 10 per 
centum or more of the outstanding voting securi- 
ties of a public-utility company.” A “public-utility 
company” is defined in Section 2(a)(5) as ‘an 
electric utility company or a gas utility company.” 
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$474,857 


Trunkline 


$ 11,130 


__ Anadarko 
$ 662 


Pan East 
$= 


Pan West | 
$ oa 


470,942 


90,444 


179 316 


234 
$572,929 


22 
crank nll — 





$76,716 $57,555 


gas for light, heat or power for a 
charge... .”4 


Section 2(a)(4) of 2796, a substitute bill, substan- 
tially limited the definition of a ‘gas utility compa- 
ny” to a company: 


‘“‘which owns or operates facilities for the 
distribution at retail of natural or manu- 
factured gas, and which for a charge 
distributes natural or manufactured gas 
at retail for light, heat, or power... .’’5 


The Senate report on the substitute bill stated: 


‘“Gas utility company’ had been defined 
in the original title to include every per- 
son in the business of producing, trans- 
porting, or selling natural or manufac- 
tured gas. The committee did not find it 
desirable to include so broad a group of 
persons and has limited the definition 
for purposes of title | so as to reach only 
companies in the business of distribu- 
tion at retail, thus excluding companies 
whose only interest in the gas business 





4S. 1725, 74th Cong., ist sess. (1935), Section 
3(a)(4). A like provision appeared in Section 
2(a)(4) of H.R. 5423, a companion bill. 


5S. 2796, 74th Cong., 1st sess. 1935). 
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is in the sources of supply or in trans- 
portation.’’® 


The bill as passed by the Senate restored the orig- 
inal definition of a gas utility company.’ The House 
restored the amended version and provided, as 
does Section 2(a)(4), that a ‘gas utility company” 
is one— 


“which owns or operates facilities used 
for the distribution at retail . . . of natural 
or manufactured gas for heat, light, or 
power.’’§ 


The House report noted that the ‘House definition 
of a gas utility company is confined to companies 
engaged in the retail distribution of gas,”? and that 
definition was adopted in Conference.'° 


The Congress clearly understood that pipeline 
companies engaged in producing and transporting 
gas relied also for their revenues on substantial 
sales to industrial users.'' Indeed, one of the 


6S. Rep. No. 621, p. 5, 74th Cong., 1st sess. 
(1935). 


779 Cong. Rec. 9055-9058, 9065 (June 11, 
1935). 


8S. 2796 (substitute committee print) (June 19, 
1935), Section 2(a)(4). 


9H. Rep. No. 1318, p. 4, 74th Cong., 1st sess. 
(1935). 


10H. Rep. No. 1903, pp. 4, 65, 74th Cong., 1st 
sess. (1935). 


11See Report on the Relation of Holding Com- 
panies to Operating Companies in Power and 
Gas Affecting Control (‘“Splawn Report’), H. Rep. 
No. 827, 73d Cong. 2d sess. (1933-35), pt. 4, pp. 
917, 978, 987 and 998; Utility Corporations (“FTC 
Report’), S. Doc. No. 92, 70th Cong., 1st sess. 
(1935), pt. 81, p.263; Hearings on S. 1725, pt. 1, 
pp. 657, and 947, 74 Cong., ist sess. (1935). 


The Federal Energy Regulatory Commission’s 
“Statistics of Interstate Natural Gas Pipeline 
Companies—1979” (pp. 120-134), shows that 
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earliest major pipelines, organized almost 100 
years ago, was laid to supply gas to steel mills and 
gas factories in Pittsburgh. Over the 60% of the 
total sales of one pipeline were to industrial cus- 
tomers, the balance to public utilities for resale. 
For other pipelines, direct industrial sales ranged 
from about 30% to over 40%. Production com- 
panies also made industrial sales as well as sales 
to utilities for resale. In a particular territory a 
pipeline’s sales to industrial customers could ex- 
ceed sales by the local distribution companies. '2 


The Act does not define the word ‘retail,’ and in- 
tent and context govern its meaning. In some con- 
text it may be an antonym to sales for resale. In 
others it is to be distinguished from sales in bulk, 
whether for resale or not. The legislative history 
supports this construction of Section 2(a)(4). 


Pipeline and producing companies have been in- 
tentionally excluded from Section 2(a)(4). They 
are non-utilities under the Act, and, as our early 
decisions indicate,'? their non-utility status is not 
affected by sales to industrial customers for their 
use and consumption. The statute intended to ex- 
clude pipeline and production companies as they 
were functionally constituted. There is no intima- 
tion whatsoever that by their industrial sales, in 
which they were regularly engaged, pipelines and 
producing companies would be gas utility com- 
panies as defined in Section 2(a)(4), unless they 
chose to discontinue industrial sales or to sever 
their ties to parent companies which, without the 
exclusion provided by Section 2(a)(4), would be 
holding companies subject to all the regulatory re- 
quirements of the Act, including Section 11(b). 


Rule 7(a) and its predcessor, adopted pursuant to 
Section 2(a)(4), reflect the same interpretation of 


41% of the interstate pipeline companies make 
mainline industrial sales. Such sales range from 
23% to 67% of the total gas sales of half of those 
companies. 


12Panhandle Eastern Pipeline Co. v. Public Serv- 
ice Commission of Indiana, 332 U.S. 507, 509 n.2 
(1947). 


13Northern Natural Gas Company, 5 S.E.C. 562, 
563 (1939); Southern Natural Gas Company, 2 
S.E.C. 354 (1937); National Gas & Electric Corpo- 
ration, 2:S.E:C. 110, 111 (1987). 
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industrial sales. Section 2(a)(4) authorizes us to 
declare, by rule or by order, a company not to be a 
gas utility company if (A) the company is primarily 
engaged in a business other than that of a gas util- 
ity company and if (B) by reason the ‘‘small 
amount” of gas “distributed at retail” by the com- 
pany it is not necessary in the public interest or 
the interests of investors or consumers to consider 
such company a gas utility company for purposes 
of the Act. Pursuant thereto we adopted Rule 
U2-A4-2."'4 It provided that a company would not 
be deemed a gas utility company if it was engaged 
primarily in another business and its gross reve- 
nues in the preceeding fiscal year from sales at re- 
tail did not amount to $100,000. Subsection (c) of 
that rule provided that in computing retail sales: 


“Gas sold for resale... or to industrial 
consumers for their own use shall not 
be deemed to be distributed ‘at retail’ 
within the meaning of this Rule and of 
Section 2(a)(4).” 


The rule was designed especially for pipeline 
companies, which were engaged primarily in a 
non-utility business but which also made sales to 
industrial users. The release accompanying the 
rule stated explicity its intent: 


“The new rule also makes it clear that 
sales to industrial consumers for their 
own use are not deemed sales at retail 
for purposes of the Act. Thus the mere 
fact that a company has a subsidiary 
pipeline company selling to industrial 
consumers is not alone sufficient to 
make the parent company subject to 
regulation as a public-utility holding 
company.’’'S 


In 1941, that rule was superseded by Rule 7(a),'® 
which insofar as pertinent here made no changes 
of substance. The rule now combines exemptions 


14HCAR No. 202 (May 8, 1936). As originally 
adopted, that rule made no reference to industrial 
sales. HCAR No. 24 (November 25, 1935). 
1SHCAR No. 202 (May 8, 1936). 


16HCAR No. 2694 (April 18, 1941). 
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for both electric and gas utilities, whose gross utili- 
ty sales, or retail sales in case of a gas utility com- 
pany, did not exceed $100,000 in the preceding 
fiscal year. It continues, as its predecessor, to 
specify that in computing gross sales at retail 
there “may be excluded . . . sales of gas to indus- 
trial consumers. .. .” 


From the foregoing discussion it is clear, and we 
so find, that PEPL and the other companies are 
primarily non-utility companies, engaged in the 
sale, for resale, to pipeline and distribution 
comapnies and to industrial customers.'” If that 
were all, no declaratory order would be needed. 
The application is properly before us because 
three of the companies, principally PEPL, sell gas 
to a group of rural customers for use as a source 
of heat and power on farms, including irrigation. 
These sales appear to be retail sales,'® and the 
question is whether, as Section 2(a)(4) requires, 
we may consider these sales to be ‘’small.” 


Whether these retail sales are small is not meas- 
ured solely by the volume of sales or amount of 
revenues. Section 2(a)(4) requires a finding that 
the retail sales shall be of such “small amount” as 
to make it unnecessary, in the public interest and 
the interest of investors or consumers, to impose 
upon the company the regulatory status of a gas 
utility company. In making that determination, as 
we have said, we must consider “the causes giv- 
ing rise to the retail sales.’"'9 


PEPL has about 1800 of such customers, located 
along its pipeline routes in Texas, Oklahoma, 
Kansas, Missouri and Colorado. Trunkline has 23 
in Texas and Louisiana and Anadarko has 31, all 
in Kansas. Their rural sales and the percentage to 
total sales (excluding inter-company sales) for 
1980 were: 


17As used here industrial customers include sales 
to electric utilities for fuel. 


'18Valero Transmission Company, HCAR No. 
21875 (January 5, 1981); Conoco, Inc., HCAR 
No. 21705 (September 4, 1980). 


19South Penn Oil Company, 8 S.E.C. 772, 776 
(1941); Virginia Electric and Power Company, 9 
S.E.C. 461, 467-468 (1941). 
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—000 omitted— 


Total Sales 


PEPL $1,426,643 
Trunkline 572,929 
Anadarko 37,466 


These retail sales are of a special and limited 
character. This group of customers are provided 
gas service as property owners who have granted 
rights of way for the pipelines that cross their prop- 
erties. A short line is laid from the pipeline to a 
point on the customer’s property where a meter is 
installed at the customer’s cost, and gas delivery 
from there to points of use is the customer’s re- 
sponsibility through his own facilities. The terms of 
sale are set under contracts with the pipeline 
companies. PEPL and the others do not engage in 
any distribution to identifiable communities within 
geographic areas designated under franchises. 


The order issued herein will grant the application 
as it relates to PEPL, Trunkline and Anadarko. 
With respect to Pan East and Pan West, it appears 
that their sales are to pipeline companies for re- 
sale and to gas producers to operate drilling rigs 
or field pressurizing equipment. The latter sales 
are direct sales to industrial customers. Since, by 
definition in Section 2(a)(4), neither is engaged in 
the distribution of gas at retail, an order so declar- 
ing would be redundant. The application as to 
them will be dismissed.2° 


IT IS ORDERED, accordingly, that PEPL, Trunk- 
line and Anadarko be, and each hereby is, de- 
clared not to be a gas utility company within the 
meaning of Section 2(a)(4) of the Act; and 


IT IS FURTHER ORDERED that the application as 
it relates to Pan East and Pan West pursuant to 
Section 2(a)(4) of the Act be, and it hereby is, dis- 
missed. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





20See Central Illinois Public Service Co., 32 
S.E.C. 202, 204 n.4 (1951); The Connecticut Light 
and Power Co., 45 S.E.C. 214, 218 (1973). 
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Retail as a percent 


Rural Sales of total sales 


$4,889 0.34% 
234 0.04% 
22 0.06% 





TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 630/May 15, 1981 


CABLE AMERICA, INC. 


File No. 2-72048 (22-11074) 


The Securities and Exchange Commission has 
issued a notice giving interested persons until 
June 8, 1981 to request a hearing on an applica- 
tion by Cable America, Inc. (the “Applicant’) pur- 
suant to Section 310(b)(1)(ii) of the Trust Inden- 
ture Act of 1939 declaring that the trusteeship of 
The First National Bank of Atlanta under two in- 
dentures of the Applicant is not so likely to involve 
a material conflict of interest as to make it neces- 
sary to disqualify The First National Bank of Atlan- 
ta from acting as trustee. 





JERSEY CENTRAL POWER & LIGHT 
COMPANY 


File No. 22-10978 


TRUST INDENTURE ACT OF 1939 
Release No. 631 /May 19, 1981 


The Securities and Exchange Commission has 
issued an order on an application by Jersey Cen- 
tral Power & Light Company (‘““JCP&L”’) to Section 
310(b)(1)(ii) of the Trust Indenture Act of 1939 
declaring that the trusteeship of United States 
Trust Company of New York (U.S. Trust”) under 
two indentures of JCP&L is not so likely to involve 
a material conflict of interest as to make it neces- 
sary to disqualify U.S. Trust from acting as trustee 
under either of these indentures. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11777 /May 15, 1981 


In the Matter of 


DREYFUS SERVICE CORPORATION 
767 Fifth Avenue 
New York, New York 10153 


(812-4784) 


ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT GRANTING EXEMPTION FROM RULE 22c-1 
UNDER THE ACT 


Dreyfus Service Corporation (‘“Aplicant’), a New 
York corporation which serves as sponsor to The 
Dreyfus Income Trust (First Short Term Series and 
Subsequent Series) (‘Trust’), a unit investment 
trust registered under the Investment Company 
Act of 1940 (‘Act’), filed an application on Decem- 
ber 19, 1980, and an amendment thereto on May 
14, 1981, requesting an order of the Commission, 
pursuant to Section 6(c) of the Act, exempting Ap- 
plicant from the provisions of Rule 22c-1 under the 
Act to the extent necessary to permit Applicant to 
offer Units of each future Series of the Trust to the 
public at a public offering price determined as of 
4:00 p.m. on the business day prior to any such 
offer for a period of the first five business days of 
the initial offering period for each such Series, or 
until 80% of the Units are sold, whichever occurs 
sooner. 


In the amendment dated May 14, 1981, Applicant 
states that during the period which backward 
pricing would be in effect, an investor will be pro- 
tected against a decline in purchase price of any- 
thing greater than $3.00 per Unit (in distinction 
from declines of greater than $5.00 per Unit, as 
stated in the application filed December 19, 1980). 
That is, the Applicant proposes that the purchase 
price under backward pricing will be based on the 
previous day’s evaluation, but if the purchase 
price based on the evaluation done on the day of 
the transaction has declined by more than $3.00 
per Unit, then the investor would receive the lower 
purchase price. Applicant in sum proposes that 
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pricing during the first five days of an offering, or 
until 80% of the Units are sold, be done daily on a 
backward basis, but if the purchase price declines 
by more than $3.00 per Unit between two succes- 
sive valuations, then pricing will be done on a for- 
ward basis for that day. 


On March 13, 1981, a notice (Investment Compa- 
ny Act Release No. 11685) was issued of the filing 
of said application. The notice gave interested per- 
sons an opportunity to request a hearing and stat- 
ed that an order disposing of the application would 
be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found 
that the granting of the requested exemption is ap- 
propriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the 
Act, that the application for exemption from the 
provisions of Rule 22c-1 under the Act to permit 
Dreyfus Service Corporation to offer Units of each 
future Series of The Dreyfus Income Trust (First 
Short Term Series and Subsequent Series) to the 
public at a public offering price determined as of 
4:00 p.m. on the business day prior to any such 
offer for a period for a period of the first five busi- 
ness days of the initial offering period for each 
such Series, or until 80% of the Units are sold, 
whichever occurs sooner, be, and hereby is, 
granted, effective forthwith, subject to the condi- 
tions and representations set forth in the applica- 
tion. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11778 /May 18, 1981 


In the Matter of 


LLOYDS BANK INTERNATIONAL LIMITED 
c/o Townsend J. Knight, Esq. 

Curtis, Mallet-Prevost, Colt & Mosle 

100 Wall Street 

New York, New York 10005 


(812-4838) 


ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT EXEMPTING THE APPLICANT FROM ALL 
PROVISIONS OF THE ACT. 


On April 14, 1981, a notice was issued (Invest- 
ment Company Act Release No. 11735) of the fil- 
ing of an application by Lloyds Bank International 
Limited (‘Applicant’), a United Kingdom company 
located in London, England, and a wholly-owned 
subsidiary of Lloyds Bank Limited, on March 10, 
1981, and amendments thereto on March 30, 
1981, and April 13, 1981, for an order of the Com- 
mission, pursuant to Section 6(c) of the Invest- 
ment Company Act of 1940 (‘‘Act’’), exempting Ap- 
plicant from all provisions of the Act. 


The notice gave interested persons an opportunity 
to request a hearing, and stated that an order 
disposing of the application would be issued as of 
course unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


The matter has been considered, and it is found 
that granting of the requested exemption is appro- 
priate in the public interest and consistent with the 
protection of investors and the purposes fairly in- 
tended by the policy and provisions of the Act. Ac- 
cordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the 
Act, that the application for exemption from all pro- 
visions of the Act be, and hereby is granted, ef- 
fective forthwith, subject to the condition that Ap- 
plicant comply with the following undertakings 
which Applicant has made: 


(1) That Applicant will ensure that each offeree 
who has indicated an interest in its commercial 


paper notes (‘notes’), prior to any sale of the 
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notes to such offeree, will be provided with a 
memorandum describing Applicant’s business and 
containing Applicant's most recent publicly availa- 
ble annual audited financial statements which will 
include a five year financial summary, consoli- 
dated profit and loss account, consolidated bal- 
ance sheet and parent only balance sheet, and 
Applicant's most recent publicly available 
unaudited semi-annual financial statements which 
will include a consolidated profit and loss state- 
ment. Such memorandum will describe the materi- 
al differences between United Kingdom account- 
ing principles applicable to United Kingdom banks 
and ‘generally accepted accounting principles” 
applicable to United States commercial banks. 
Such memorandum will be at least as comprehen- 
sive as those customarily used in offering 
commerical paper in the United States, and it will 
be updated periodically to reflect material changes 
in Applicant’s business and financial condition. 


(2) That any future offering of Applicant’s debt se- 
curities in the United States will be made on the 
basis of disclosure documents at least as compre- 
hensive in their description of Applicant, its busi- 
ness and its financial statements as those used in 
the presently proposed offering. In no event will 
such disclosure documents be less comprehen- 
sive than is customary for United States offerings 
of similar debt securities. Such disclosure docu- 
ments will be provided to each offeree who has in- 
dicated an interest in the securities then being 
offered by Applicant, prior to any sale of such se- 
curities to such offeree. In case of a public offering 
of long term debt securities in the United States 
Applicant will, prior to offering such securities, file 
a registration statement under the Securities Act 
of 1933 with the Commission and will not sell such 
securities until that registration statement has 
been declared effective by the Commission. Appli- 
cant will not offer equity securities for sale in the 
United States without a further order of the Com- 
mission pursuant to Section 6(c) of the Act. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11779/May 19, 1981 


In the Matter of 


FOUNDERS MONEY MARKET FUND, INC. 
1300 First of Denver Plaza 
Denver, Colorado 80202 


(812-4836) 


ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT GRANTING EXEMPTIONS FROM THE PRO- 
VISIONS OF SECTION 2(a)(41) OF THE ACT 
AND RULES 2a-4 and 22c-1 THEREUNDER. 


Founders Money Market Fund, Inc. (‘Applicant’), 
registered under the Investment Company Act of 
1940 (“Act”) as an open-end, diversified, manage- 
ment investment company, filed an application on 
March 10, 1981, and an amendment thereto on 
April 6, 1981, requesting an order of the Commis- 
sion, pursuant to section 6(c) of the Act, ex- 
empting Applicant, subject to conditions, from the 
provisions of Section 2(a)(41) of the Act and Rules 
2a—4 and 22c-1 under the Act to the extent nec- 
essary to permit the Applicant to compute its net 
asset value per share, for the purposes of ef- 
fecting sales, redemptions and repurchases of its 
shares, according to the amortized cost method of 
valuing portfolio securities. 


On April 27, 1981, a notice (Investment Company 
Act Release No. 11749) was issued of the filing of 
the application. The notice gave interested per- 
sons an opportunity to request a hearing and stat- 
ed that an order disposing of the application would 
be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, 
and the Commission had not ordered a hearing. 


The matter having been considered, it is found 
that the granting of the requested exemptions is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the 
Act, that the application for exemption from the 
provisions of Section 2(a)(41) of the Act and Rules 
2a-4 and 22c-1 thereunder, to the extent re- 
quested, be, and hereby is, granted, effective 
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forthwith subject to those conditions to which Ap- 
plicant has consented and which are set forth in 
Investment Company Act Release No. 11749. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11780/May 19, 1981 


In the Matter of 


OVER-THE-COUNTER SECURITIES FUND, INC. 
REVIEW MANAGEMENT CORPORATION 
Plymouth and Walnut Avenues 

Oreland, Pennsylvania 19075 


and 


WELLINGTON MANAGEMENT COMPANY/ 
THORNDIKE, DORAN, PAINE & LEWIS 

28 State Street 

Boston, Massachusetts 02109 


(812-4820) 


NOTICE OF FILING OF AN APPLICATION PUR- 
SUANT TO SECTION 6(c) OF THE ACT FOR AN 
ORDER EXEMPTING APPLICANTS FROM SEC- 
TION 15(a) OF THE ACT 


NOTICE IS HEREBY GIVEN that Over-The- 
Counter Securities Fund, Inc. (“Fund”), registered 
under the Investment Company Act of 1940 
(“Act”) as an open-end, diversified, management 
investment company, Review Management Corpo- 
ration (“Review Management’), a Delaware cor- 
poration which renders investment advisory and 
management services to the Fund, and Wellington 
Management Company/Thoinidike, Doran, Paine 
& Lewis (‘Wellington management’), which 
serves as sub-investment adviser to the Fund (col- 
lectively “Applicants’), filed an application on Feb- 
ruary 10, 1981, and an amendment thereto on 
May 8, 1981, for an order pursuant to Section 6(c) 
of the Act retroactively exempting Applicants from 
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the provisions of Section 15(a) of the Act to the ex- 
tent necessary to permit Review Management and 
Wellington Management to have served as invest- 
ment adviser and sub-investment adviser, respec- 
tively, for the period of time from February 26, 
1981, when the provisions of Rule 15a—4 expired, 
until March 24, 1981, when the shareholders ap- 
proved the new advisory contracts. All interested 
persons are referred to the application on file with 
the Commission for a statement of the representa- 
tions contained therein which are summarized 
below. 


Applicants state that from September 19, 1955, 
until October 28, 1980, all investment advisory 
and management services were provided to the 
Fund by Review Management. During that time, all 
the outstanding voting securities of Review Man- 
agement were owned by Mr. Ralph P. Coleman, 
Jr., the founder of the Fund. Accordingly, Appli- 
cants acknowledge that when Mr. Coleman died 
on October 28, 1980, the investment advisory and 
management agreement between the Fund and 
Review Management terminated. Applicants state 
that at a meeting held on November 1, 1980, a 
majority of the disinterested directors of the Fund 
voted to continue in effect the investment advisory 
agreement with Review Management, which was 
in existence immediately prior to Mr. Coleman's 
death, under the same terms and conditions, to 
continue until new investment advisory arrange- 
ments could be decided upon. Thereafter, the 
board of directors of the Fund conducted a search 
for an entity or entities to provide investment advi- 
sory and management services to the Fund. On 
December 8, 1980, the Fund entered an invest- 
ment advisory management agreement (“Advisory 
Agreement’) with Review Management and a sub- 
investment advisory agreement (‘“Sub-Advisory 
Agreement’) with Wellington Management. 


According to the application, the Advisory Agree- 
ment and the Sub-Advisory Agreement were ap- 
proved by a majority of the disinterested directors 
of the Fund in person at a meeting held for the 
purpose of voting on the agreements. Pursuant to 
the Advisory Agreement, Review Management 
provides investment advisory services as well as 
certain management services to the Fund for an 
annual fee of ¥2 of 1 percent of the Fund’s average 
net assets, payable quarterly. Applicants repre- 
sent that the fee being charged is the same as the 
fee charged the Fund by Review Management 
since 1975. Under the terms of the Sub-Advisory 
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Agreement, Wellington Management will have the 
responsibility for determining the securities that 
should be brought, sold or held in the Fund’s port- 
folio and will have the responsibility for placing 
orders with broker-dealers for the purchase and 
sale of portfolio securities. For such services, Ap- 
plicants state that Review Management pays 
Wellington Management, on a quarterly basis, an 
annual fee of .325 of 1 percent of the Fund’s aver- 
age net assets up to $50,000,00; .275 of 1 percent 
on the next 100,000,000 and .225 of 1 percent on 
all assets in excess of $150,000,000. 


Section 15(a) of the Act provides, in pertinent part, 
that it shall be unlawful for any person to serve or 
act as investment adviser of a registered invest- 
ment company, except pursuant to a written con- 
tract which contract has been approved by the 
vote of a majority of the outstanding voting securi- 
ties of such registered company. However, Rule 
15a—4 under the Act provides, in general, that 
notwithstanding the provisions of 15(a) of the Act, 
a person may act as investment adviser for an in- 
vestment company pursuant to a written contract 
which has not been approved by a majority of the 
outstanding voting securities for a period of up to 
120 days after the termination of an investment 
advisory contract provided that (a) such contract 
has been approved by the investment company’s 
board of directors including a majority of the di- 
rectors who are not interested persons; and (b) the 
compensation to be received under the contract 
does not exceed the compensation which would 
have been received under the most recent invest- 
ment advisory contract that had been approved by 
the shareholders. 


Applicants attempted to bring the Advisory Agree- 
ment and the Sub-Advisory Agreement within the 
safe-harbor provisions of Rule 15a—4. Applicants 
state that the agreements were approved as re- 
quired by the rule and that the Advisory Agree- 
ment provided for the same fee as the prior invest- 
ment advisory agreement. The 120-day period 
following the termination of the prior advisory 
agreement expired on February 25, 1981. Accord- 
ingly, a Special Shareholders’ Meeting had been 
scheduled to be held on February 18, 1981, for the 
purpose, inter alia, of voting on the Advisory 
Agreement and the Sub-Advisory Agreement. 
However, Applicants represent that a delay in the 
preparation of the proxy materials, caused by the 
need to wait for certain financial information and 
by problems in getting materials to the Commis- 
sion’s staff, produced an insufficient period of time 
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prior to the scheduled meeting to permit an ade- 
quate solicitation of proxies. Therefore, Applicants 
state that the Fund’s board of directors determined 
to reschedule the Special Shareholders’ Meeting 
to be held on March 3, 1981, and then had to 
reschedule it again for March 24, 1981. Applicants 
represent that at that March 24th meeting the Ad- 
visory and Sub-Advisory Agreements were ap- 
proved by a majority of the outstanding voting se- 
curities of the Fund. Accordingly, Applicants 
submit that at all times, Review Management and 
Wellington Management have served as invest- 
ment advisers to the Fund in compliance with the 
provisions of Section 15(a) of the Act and Rule 
15a—4 thereunder, except that the agreements 
pursuant to which they were serving from Februa- 
ry 26, 1981, to March 24, 1981, were not approved 
by a majority of the Fund’s outstanding voting se- 
curities until the special shareholder's meeting 
held on March 24, 1981. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, 
may unconditionally exempt any person, security 
or transaction, or any class or classes of persons, 
securities or transactions, from any provision or 
provisions of the Act or of any rule thereunder, if 
and to the extent that such exemption is necessa- 
ry or appropriate in the public interest and consist- 
ent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions 
of the Act. Applicants request an order pursuant to 
Section 6(c) of the Act to permit the continuation 
of investment advisory and management services 
to the Fund by Reivew Management and Welling- 
ton Management pursuant to the terms of the Ad- 
visory Agreement and the Sub-Advisory Agree- 
ment for the period of time from February 26, 1981 
until March 24, 1981. Applicants submit that such 
an exemptive order, is necessary and appropriate 
in the public interest and consistent with the pro- 
tection of investors. 


Applicants further submit that given the nature of 
the Fund’s need for continuity of services, inter- 
rupting the agreements—which had been found by 
the board of directors to be in the best interest of 
the Fund—would have halted the provision of nec- 
essary and important services and would have 
been detrimental to the Fund. Therefore, Appli- 
cants request an order of the Commission granting 
the requested retroactive relief. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 15, 1981, at 5:30 
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p.m., submit to the Commission in writing a re- 
quest for a hearing on the application accom- 
panied by a statement as to the nature of his inter- 
est, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or 
he may request that he be notified if the Commis- 
sion shall order a hearing thereon. Any such com- 
munication should be addressed: Secretary, Secu- 
rities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be 
served personally or by mail upon Applicants at 
the addresses stated above. Proof of such service 
(by affidavit or, in the case of an attorney-at-law, 
by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued 
as of course following said date unless the Com- 
mission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons 
who request a hearing, or advice as to whether a 
hearing is ordered, will receive any notices and 
orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11781/May 19, 1981 


In the Matter of 

NATIONAL PERFORMANCE FUND, INC. 
c/o William H. Manger, Esquire 

4314 St. Paul Street 

Baltimore, MD 21218 

(811-1798) 


NOTICE OF PROPOSAL TO TERMINATE REG- 
ISTRATION PURSUANT TO SECTION 8(f) OF 
THE INVESTMENT COMPANY ACT 


NOTICE IS HEREBY GIVEN that the Commission 
proposes, pursuant to Section 8(f) of the Invest- 
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ment Company Act of 1940 (‘Act’), to declare by 
order on its own motion that National Performance 
Fund, Inc. (“Fund”), registered under the Act as 
an open-end, non-diversified management invest- 
ment company, has ceased to be an investment 
company as defined by the Act. 


Information contained in the files of the Commis- 
sion indicates that the Fund was organized in the 
state of Delaware on December 28, 1968. Accord- 
ing to the Delaware Division of Corporations, that 
incorporation was declared void on March 1, 1974, 
for non-payment of franchise taxes. The Fund filed 
Form N-8A, Notification of Registration, with the 
Commission on January 14, 1969. The Commis- 
sion’s files indicate that the Fund’s shares were 
registered under the Securities Act of 1933 and 
the Act (File No. 2-33832). Furthermore, the files 
of the Commission disclose that the Fund’s offi- 
cers decided in 1973 to liquidate the Fund, and 
that subsequently distributions of the Fund’s 
assets were made to its shareholders. The Com- 
mission’s files reflect that the Fund is presently in- 
active and has no assets. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, on its own motion 
or upon application, finds that a registered invest- 
ment company has ceased to be an investment 
company, it shall so declare by order and upon the 
taking effect of that order the registration of that 
investment company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 19, 1981, at 5:30 
p.m., submit to the Commission in writing, a re- 
quest for a hearing on the proposal accompanied 
by a statement as to the nature of his or her inter- 
est, the reasons for such request and the issues, if 
any, of fact or law proposed to be controverted, or 
he or she may request that he or she be notified if 
the Commission shall order a hearing thereon. 
Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail upon the 
Fund at the address stated above. Proof of such 
service (by affidavit or, in the case of an attorney- 
at-law, by certificate) shall be filed contemporane- 
ously with the request. As provided by Rule 0-5 of 
the Rules and Regulations promulgated under the 
Act, an order disposing of the proposal herein will 
be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
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request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any no- 
tices and orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11782/May 19, 1981 


In the Matter of 


21 C VENTURE CAPITAL CORPORATION 
c/o John B. Street, Jr., Esq. 

Coolidge Bank Building 

65 Main Street 

Watertown, MA 02172 


(811-2375) 


NOTICE OF PROPOSAL TO TERMINATE REG- 
ISTRATION PURSUANT TO SECTION 8(f) OF 
THE INVESTMENT COMPANY ACT 


NOTICE IS HEREBY GIVEN that the Commission 
proposes, pursuant to Section 8(f) of the Invest- 
ment Company Act of 1940 (‘‘Act’’), to declare by 
order on its own motion that 21 C Venture Capital 
Corporation (“Fund”), registered under the Act as 
a closed-end, non-diversified, management in- 
vestment company, has ceased to be an invest- 
ment company as defined by the Act. 


Information contained in the files of the Commis- 
sion indicates that the Fund was organized on No- 
vember 22, 1972, and incorporated under the laws 
of the state of New York. On April 11, 1973, the 
Fund filed with the Commission Form N-8A, Noti- 
fication of Registration pursuant to Section 8(a) of 
the Act. The records of the Commission also show 
that the Fund is inactive and that no assets of the 
Fund have been reported to the Commission. 
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Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, on its own motion 
or upon application, finds that a registered invest- 
ment company has ceased to be an investment 
company, it shall so declare by order and upon the 
taking effect of that order the registration of that 
investment company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 16, 1981, at 5:30 
p.m., submit to the Commission in writing, a re- 
quest for a hearing on the proposal accompanied 
by a statement as to the nature of his or her inter- 
est, the reasons for such request and the issues, if 
any, of fact or law proposed to be controverted, or 
he or she may request that he or she be notified if 
the Commission shall order a hearing thereon. 
Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail upon the 
Fund at the address stated above. Proof of such 
service (by affidavit or, in the case of an attorney- 
at-law, by certificate) shall be filed contemporane- 
ously with the request. As provided by Rule 0-5 of 
the Rules and Regulations promulgated under the 
Act, an order disposing of the proposal herein will 
be issued as of course following said date unless 


the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any no- 
tices and orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11783/May 19, 1981 


In the Matter of 


MERRILL LYNCH READY ASSETS TRUST 

CMA MONEY TRUST 

MERRILL LYNCH ASSET MANAGEMENT, INC. 

FUND ASSET MANAGEMENT, INC. 

MERRILL LYNCH GOVERNMENT SECURITIES, 
INC. 

MERRILL LYNCH MONEY MARKETS INC. 

165 Broadway 

New York, New York 10080 


MERRILL LYNCH INSTITUTIONAL FUND, INC. 
MERRILL LYNCH GOVERNMENT FUND, INC. 
100 Federal Street 

Boston, Massachusetts 02110 


(812-4388) 


ORDER DENYING REQUEST FOR HEARING 
AND GRANTING APPLICATION FOR ODER 
PURSUANT TO SECTIONS 6(c) AND 17(b) OF 
THE ACT EXEMPTING CERTAIN TRANSAC- 
TIONS FROM THE PROVISIONS OF SECTION 
17(a) OF THE ACT 


Merrill Lynch Ready Assets Trust (“MLRAT”), 
CMA Money Trust (“CMA”), Merrill Lynch Institu- 
tional Fund, Inc. (“MLIF”’), and Merrill Lynch Gov- 
ernment Fund, Inc. (“MLGF’) (collectively, the 
“Funds’”); Merrill Lynch Asset Management, Inc. 
(“MLAM”), and Fund Asset Management, Inc. 
(“FAM”) (collectively, the “Advisers’); and Merrill 
Lynch Government Securities, Inc. (“GSI”), and 
Merrill Lynch Money Markets Inc. (“MMI”) (all of 
which are hereinafter collectively referred to as the 
“Applicants’’) filed an application on November 13, 
1978, and an amendment thereto on February 9, 
1981, for an order of the Commission pursuant to 
Sections 6(c) and 17(b) of the Investment Compa- 
ny Act of 1940 (the ‘“Act’’), for an exemption to 
permit the Funds and the Advisers to engage in 
certain principal transactions with GSI and MMI 
which would otherwise be prohibited by Section 
17(a) of the Act. 


On February 18, 1981, a notice (Investment Com- 
pany Act Release No. 11628) was issued of the fil- 
ing of the application. On March 16, 1981, Mr. 
William Leighton, president of Option Advisory 
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Service, Inc. (“OAS”), an investment adviser reg- 
istered under the Investment Advisers Act of 1940, 
requested, on behalf of OAS, that a hearing be 
held on the application. 


In summary, the principal assertions or arguments 
made by Mr. Leighton are that: (1) additional time 
should have been allowed to respond to the pub- 
lished notice of the application and various federal 
agencies should have been given personal notice: 
(2) the proposed arrangement would enhance the 
market position of MMI and give rise to conflicts of 
interest between it and the Funds; (3) Merrill 
Lynch & Co., Inc., is an unregisteed investment 
company doing business in violation of Section 
7(a) of the Act; (4) a pending shareholder's deriva- 
tive action indicates that MLRAT may have paid 
MLAM unreasonable compensation in violation of 
Section 36(a) of the Act; (5) the Commission 
should consider various issues arising under the 
Bank Holding company Act of 1956, the Glass- 
Steagall Act, the Federal Reserve Act of 1913, the 
Monetary Control Act of 1980, and the antitrust 
laws; and (6) the role of the Commission's Division 
of Investment Management in considering hearing 
requests is improper. 


The Commission has reviewed the issues listed 
above and all other issues raised by Mr. Leighton 
in his hearing request, many of which are irrele- 
vant and speculative, and finds that none of the 
issues raised has sufficient merit to warrant the or- 
dering of a hearing on the application. The Com- 
mission’s response to the foregoing issues raised 
by Mr. Leighton may be summarized as follows: 


First, all applicable requirements for public notice 
of the application have been satisfied. There is no 
statutory or other requirement that any federal 
agency be given personal notice of the filing of ap- 
plications under the Act, and the subject matter of 
this application does not raise any issue that 
should be considered by another federal agency. 


Second, the Applicants have agreed that a num- 
ber of conditions may be imposed upon the 
granting of the order requested in the application. 
Those conditions are reasonably designed to en- 
sure that the conflict of interest problem raised by 
Mr. Leighton will be avoided and that the proposed 
arrangement will otherwise meet the exemptive re- 
quirements of Sections 6(c) and 17(b) of the Act. 
The conditions are set forth below in full. 
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Third, the allegation that Merrill Lynch & Co., Inc., 
is an unregistered investment company doing 
business in violation of Section 7(a) of the Act is 
highly speculative and conclusory and is not 
accompanied by any factual statement supporting 
the allegation. 


Fourth, the allegation concerning payment by 
MLRAT of unreasonable compensation to MLAM 
is conclusory and not accompanied by any factual 
statement other than a reference to pending litiga- 
tion, and in any event appears irrelevant to a con- 
sideration of this application. 


Fifth, the alleged issues arising under the provi- 
sions of various federal statutes are highly specu- 
lative, and there is no showing that those issues 
are reasonably related to the policy and purposes 
of the Act or have any bearing on the propriety of 
granting exemptive relief to the Applicants under 
the Act. 


Sixth, there does not appear to be any substantive 
or procedural basis for Mr. Leighton’s contention 
that the Division of Investment Management has 
acted improperly on any hearing request. 


On the basis of the foregoing, Mr. Leighton has 
raised no issue of fact, law or policy that would 
warrant the Commission ordering a hearing on this 
application, either pursuant to his request or on its 
own motion.' Therefore, it appears that a hearing 
is not necessary or appropriate in the public inter- 
est or for the protection of investors. Accordingly, 


IT IS ORDERED that the request for a hearing is 
denied.? 


'Section 38(a) of the Act confers authority upon 
the Commission to rescind orders. This procedure 
is available to the Commission subsequent to the 
issuance of an order if further developments ap- 
pear to warrant such action. 


2Mr. Leighton does not allege that either he or 
OAS has an ownership or other direct interest in 
any of the Applicants, and he has failed to demon- 
strate that either OAS or any other registered in- 
vestment adviser is likely to be perceptibly harmed 
by the granting of the instant application, or that 
their interest is meant to be protected by the Act. 
While it is apparent that neither Mr. Leighton nor 
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The matters presented by the application have 
been considered, and it is found that the granting 
of the requested exemption, subject to the condi- 
tions set forth below, is appropriate in the public 
interest and consistent with the protection of in- 
vestors and the purposes fairly included by the 
policy and provision of the Act. It is further found 
that the terms of the proposed transactions are 
reasonable and fair and do not involve over- 
reaching on the part of any person concerned and 
that the proposed transactions are consistent with 
the policies of the Funds and with the general pur- 
poses of the Act. Accordingly, 


IT IS FURTHER ORDERED, pursuant to Sections 
6(c) and 17(b) of the Act, that the application for 
exemption from Section 17(a) of the Act be, and 
hereby is, granted, effective forthwith, subject to 
the following conditions to which the Applicants 
have consented: 


1. The exemption will apply only to short- 
term United States Government and Gov- 
ernment agency securities and bank 
money instruments (i.e., certificates of 
deposit and bankers’ acceptances).? In 
the case of MLRAT and CMA, the bank 
money instruments subject to the order 
must be issued by United States com- 
mercial banks having at least $1 billion in 
assets. In the case of MLIF, such bank 
money instruments must be issued by 
one of the 50 largest commercial banks 
in the United States. 


2. All transactions will originate with the 
Funds or their Advisers and not with GSI 





FOOTNOTE, Continued 


OAS has any real basis for contending that either 
one of them is an interested person within the 
meaning of Section 40(a) of the Act and Rule 
0-5(c) under the Act, we do not deem it necessary 
to make a formal determination with respect to the 
status of Mr. Leighton or OAS inasmuch as we 
have determined that the assertions made and the 
issues raised in connection with this application do 
not warrant a hearing on this matter. 


3For purposes of the order, short-term securities 
are defined to be securities having a maturity of no 
more than one year. 
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or MMI. No solicitation will be made of 
the Funds or the Advisers by GSI or 
MMI.* Neither Merrill Lynch, Pierce, 
Fenner & Smith Incorported nor Merrill 
Lynch & Co., Inc., will have any involve- 
ment with respect to proposed transac- 
tions between the Funds and the Advis- 
ers and neither will attempt to influence 
or control in any way the placing by the 
Funds or the Advisers of orders with GSI 
or MMI. 


. Before any transaction will be executed 
with GSI or MMI, the Funds or the Advis- 
ers will obtain such information as they 
deem necessary to determine the most 
favorable price (as defined in Condition 
(4) below) available with respect to the 
transaction. Before any transaction will 
be executed with GSI or MMI, the Funds 
or the Advisers must check at least three 
other dealers to obtain a competitive quo- 
tation. With respect to prospective pur- 
chases of securities, these dealers must 
be those who have money market securi- 
ties of the categories and the type de- 
sired in their inventories and who are ina 
position to quote favorable prices with re- 
spect thereto. With respect to the pro- 
spective disposition of securities, these 
dealers must be those who, in the experi- 
ence of the Funds and the Advisers, are 
in a position to quote favorable prices. 


. A determination will be required in each 
instance, based upon the information 
available to the Funds and the Advisers, 
that the price available from GSI or MMI 
is “better than” that available from other 
sources. To be considered ‘better than” 
that available from other sources, the GSI 
or MMI quotation must be at least one 
basis point better than that available from 
other sources if the quotation is made in 
terms of yield basis; if the quotation is 
made in terms of a dollar price, it must be 





4The Applicants represent that, in discussions with 
respect to proposed transactions between the 
Funds and GSI! or MMI, GSI and MMI personnel 
will confine their activities to the response to in- 
quiries from the Funds and the Advisers. 
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at least 1/64 of a dollar better than the 
quotations from other sources. 


.GSI’s and MMI’s dealer spread in regard 
to any transaction with the Funds will be 
no greater than their customary dealer 
spreads, which in turn will be consistent 
with the average or standard spread 
charged by dealers in money market se- 
curities for the type of security and the 
size of transaction involved. 


. The exemption will be made subject to 
any regulations promulgated by the Com- 
mission under Section 11(a)(2)(B) of the 
Securities Exchange Act of 1934 which 
would otherwise prohibit or restrict in any 
way the ability of the Funds and/or the 
Advisers to conduct principal transactions 
with GSI and MMI. 


. The exemption will be valid only so long 
as the Advisers, GSI and MMI operate as 
separate entities within the holding com- 
pany framework of Merrill Lynch & Co., 
Inc., with their own separate officers and 
employees, separate capitalization, and 
separate books and records. 


. The Funds and the Advisers will maintain 
records with respect to their transactions 
with GSI and MMI, including documenta- 
tion of having obtained quotations from at 
least three other dealers with respect to 
each transaction. A schedule of all such 
transactions will be filed with the periodic 
reports filed by the Funds with the Com- 
mission pursuant to Sections 30(a) and 
30(b)(1) of the Act. 


. The Legal Advisory Department of Merrill 
Lynch, Pierce, Fenner & Smith Incorpor- 
ated will prepare guidelines for GSI and 
MMI personnel to make certain that the 
no-solicitation policy is followed, that the 
Funds receive rates as favorable as other 
institutional purchasers buying in the 
same quantities and that the parties 
maintain arm’s-length relationships. The 
Legal Advisory Department will periodi- 
cally monitor the activities of GSI and 
MMI in this regard to make certain that 
the above policy is adhered to. 
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10. The Audit Committees of the Board of Di- 
rectors (or Trustees) of the Funds, con- 
sisting of the non-interested Directors (or 
Trustees), will prepare guidelines for the 
Funds and the Advisers to make certain 
that the Funds are obtaining best price 
and execution with respect to any trans- 
actions with GSI and MMI and that the 
above procedures are followed in all re- 
spects. The respective Audit Committees 
will periodically monitor the activities of 
the Funds and the Advisers in this re- 
gard. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11784/May 20, 1981 


In the Matter of 


MAGELLAN FUND, INC. 
SALEM FUND, INC. 

FIDELITY MANAGEMENT & 
RESEARCH COMPANY 

SALEM INVESTMENT PLANS 
EDWARD C. JOHNSON, 3d, and 
CALEB LORING, JR. 


82 Devonshire Street 
Boston, Massachusetts 02109 


(812-4818) 


ORDER EXEMPTING PROPOSED TRANSAC- 
TIONS FROM THE PROVISIONS OF SECTION 
17(a) OF THE ACT PURSUANT TO SECTION 
17(b) OF THE ACT AND PURSUANT TO SEC- 
TION 17(d) OF THE ACT AND RULE 17d-1 
THEREUNDER. 


On April 23, 1981, a notice was issued (Invest- 
ment Company Act Release No. 11745) of an ap- 
plication filed on February 2, 1981, and an amend- 
ment thereto on April 13, 1981, by Magellan Fund, 
Inc. (“Magellan”) and Salem Fund, Inc. (‘Salem’) 
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(collectively, the ‘“Funds’’), both registered under 
the Investment Company Act of 1940 (‘Act’) as di- 
versified, open-end, management investment 
companies, Fidelity Management & Research 
Company (‘FMR’), the Funds’ investment adviser, 
Salem Investment Plans (“Salem Plans’), a regis- 
tered unit investment trust, Edward C. Johnson 3d 
and Caleb Loring, Jr., Officers and Directors of 
Salem, for an order of the Commission pursuant to 
Section 17(b) of the Act exempting from the provi- 
sions of Section 17(a) of the Act the proposed 
merger and certain affiliated transactions inciden- 
tal thereto, of Salem into Magellan through the ex- 
change of shares of Magellan, at net asset value, 
for the assets of Salem, and for an order 
permitting certain affiliated persons of the Funds 
to participate in transactions incidental to the pro- 
posed merger pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder. 


The notice gave interested persons an opportunity 
to request a hearing, and stated that an order 
disposing of the application would be issued as of 
course unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


The matter has been considered, and it is found, 
on the basis of information contained in the appli- 
cation, that the terms of the proposed transac- 
tions, including the consideration to be paid or re- 
ceived, are reasonable and fair and do not involve 
overreaching on the part of any person concerned, 
and that the proposed transactions are consistent 
with the respective policies of Salem and Magellan 
and with the general purposes of the Act. It is also 
found that the participation by the Funds, FMR, 
Salem Plans and Messrs. Johnson and Loring in 
transactions incidental to the proposed merger is 
consistent with the provisions, policies and pur- 
poses of the Act and is not on a basis less advan- 
tageous than that of any other participant. Accord- 
ingly, 


IT IS ORDERED, pursuant to Section 17(b) of the 
Act, that the proposed merger of Salem into 
Magellan and certain affiliated transactions inci- 
dental thereto be, and hereby are, exempted from 
the provisions of Section 17(a) of the Act, effective 
forthwith, and 


IT |S FURTHER ORDERED, pursuant to Section 
17(d) of the Act and Rule 17d-1 thereunder, that 
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said application to permit the Funds, Salem Plans, 
FMR, Mr. Edward C. Johnson 3d and Mr. Caleb 
Loring, Jr., to participate in certain transactions in- 
cidental to the proposed merger be, and hereby is, 
granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11785/May 20, 1981 


In the Matter of 


SHEARSON LOEB RHOADES INC. 

SHEARSON LOEB RHOADES ASSET 
MANAGEMENT CORPORATION 

2 World Trade Center 

New York, New York 10048 


BERNSTEIN-MACAULAY, INC. 
505 Park Avenue 
New York, New York 10022 


THE DREYFUS CORPORATION 
JOSEPH S. DIMARTINO 

767 Fifth Avenue 

New York, New York 10153 


(812-4870) 


NOTICE OF FILING OF APPLICATION PURSU- 
ANT TO SECTION 6(c) OF THE ACT FOR AN EX- 
EMPTION FROM SECTION 2(a)(19)(B) OF THE 
ACT SOLELY FOR THE PURPOSE OF SECTION 
15(f)(1)(A) OF THE ACT. 


NOTICE IS HEREBY GIVEN that Shearson Loeb 
Rhoades Inc. (“Shearson’), its wholly-owned in- 
vestment adviser subsidiaries Shearson Loeb 
Rhoades Asset Management Corporation (‘Asset 
Management’) and Bernstein-Macaulay Inc. 
(“Bernstein-Macaulay’”’), the Dreyfus Corporation 
(“Dreyfus”) and Joseph S. DiMartino (collectively 
“Applicants’’), filed an application on May 7, 1981, 
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requesting an order of the Commission pursuant 
to Section 6(c) of the Investment Company Act of 
1940 (‘Act’) exempting Mr. DiMartino, Senior Vice 
President of Dreyfus, from the definition of “inter- 
ested person” as stated in Section 2(a)(19)(B) of 
the Act solely for the purpose of Section 
15(f)(1)(A) of the Act. All interested persons are 
referred to the application on file with the Commis- 
sion for a statement of the representations con- 
tained therein, which are summarized below. 


American Express Company (‘‘Amexco’’) and 
Shearson have agreed in principal to a business 
combination, which, when effected, will result in 
Shearson becoming a wholly-owned, independ- 
ently-operated subsidiary of Amexco. The agree- 
ment contemplates that the business combination 
will be a tax-free reorganization under the Internal 
Revenue Code of 1954 in which 1.3 shares of 
Amexco common stock will be exchanged for each 
share of Shearson common stock outstanding. 
Under the terms of the agreement Shearson, as 
an independently-operated subsidiary, will retain 
its present management and have its own board of 
directors. In addition, it is contemplated that 
Bernstein-Macaulay and Asset Management are 
expected to continue as wholly-owned subsidiar- 
ies of Shearson with substantially the same offi- 
cers, employees and responsibilities. 


Bernstein-Macaulay is the investment adviser to 
Shearson Daily Dividend Inc. (“Daily Dividend’), 
Shearson Government and Agencies Inc. (“Gov- 
ernment’) and Triangle Income Fund Inc. (‘“Trian- 
gle’) and Asset Management is the investment ad- 
viser to Shearson Managed Municipals Inc. 
(“Municipals”), all of which are registered under 
the Act as open-end, diversified management in- 
vestment companies (collectively, the “Funds’). 
Dreyfus acts as the sub-adviser and administrator 
for Daily Dividend, Government and Municipals 
and acts as administrator for Triangle. 


Applicants state that the advisory contracts under 
which Bernstein-Macaulay and Asset Manage- 
ment render advisory services to the Funds pro- 
vide for their automatic termination in the event of 
an assignment as required by Section 15(a)(4) of 
the Act. Section 2(a)(4) of the Act defines assign- 
ment to include ‘‘any direct or indirect 
transfer. . . of a controlling block of the assignor’s 
outstanding voting securities by a security holder 
of the assignor. . .”. Applicants state that because 
Amexco will acquire all the outstanding common 
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stock of Shearson, there will be a change in the 
control of Shearson and, indirectly, a change in 
control of Asset Management and Bernstein- 
Macaulay. Applicants further state that the change 
in control can be deemed to be an assignment, 
thus causing the termination of the advisory con- 
tracts between Bernstein-Macaulay, Asset Man- 
agement and the Funds. Applicants represent that 
it is contemplated that advisory contracts which 
are in all material respects identical to the existing 
contracts will be submitted to the shareholders of 
the Funds for their approval at special meetings 
tentatively planned for the week of June 15, 1981. 
Applicants also state that, pursuant to Section 
15(f)(1)(A) of the Act, the acquisition of Shearson 
by Amexco could be deemed to constitute an 
amount or benefit received in connection with the 
sale of an interest in an investment adviser which 
results in an assignment of an investment advisory 
contract. While Applicants indicate that the pro- 
posed business combination between Shearson 
and Amexco is not the type of transaction contem- 
plated by Section 15(f)(1)(A) of the Act, they be- 
lieve it is prudent for Bernstein-Macauley and 
Asset Management to seek to meet the terms of 
that section. 


Section 15(f)(1)(A) of the Act provides, in pertinent 
part, that “an investment adviser...of a regis- 
tered investment company...may receive any 
amount or benefit in connection with a sale of se- 
curities of, or a sale of any other interest in such 
investment adviser... which results in an assign- 
ment of an investment advisory contract with such 
company..., if (A) for a period of three years 
after the time of such action, at least 75 per 
centum of the members of the board of directors of 
such registered company... (or successor there- 
to, by reorganization or otherwise) are not (i) inter- 
ested persons of the investment adviser of such 
company... , or (ii) interested persons of the 
predecessor investment adviser...’. Whether a 
director is an interested person of an outgoing or 
incoming adviser is determined in accordance with 
the definition of ‘interested person’ in Section 
2(a)(19)(B) of the Act. Applicants state that cur- 
rently the boards of directors of Daily Dividend and 
Government are composed of nine directors, three 
of whom are interested persons of Bernstein- 
Macaulay or Dreyfus. Applicants further state that 
the board of directors of Triangle currently has 
nine directors and that the board of directors of 
Municipals has ten directors, each of which has 
four directors who are similarly considered inter- 
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ested persons. Mr. DiMartino is a member of the 
board of directors of each of the Funds and is con- 
sidered to be an interested person of the Funds’ 
advisers by reason of his position as Senior Vice 
President of, and his interest in, Dreyfus, as dis- 
cussed below. 


Applicants state that in order to comply with Sec- 
tion 15(f)(1)(A) of the Act, Dividend and Govern- 
ment would be required to increase the member- 
ship of their boards of directors to twelve. 
According to the application, an interested director 
of Triangle and an interested director of Munici- 
pals will resign from each board, thus reducing the 
total number of directors to eight and nine mem- 
bers, respectively. Applicants further state that 
even with those resignations, in order for Munici- 
pals and Triangle to comply with Section 
15(f)(1)(A), their boards of directors would also 
have to be increased to twelve members. It is the 
opinion of the Applicants that an increase in the 
size of each of the boards of directors would result 
in each board becoming unwieldy and possibly in- 
effective and that such a restructuring would 
cause an undue burden on each of the Funds be- 
cause of the increase in expenses. Applicants fur- 
ther argue that causing the resignation of certain 
interested directors would not be in the best inter- 
ests of the Funds because each interested director 
is actively involved in the business of the Funds. 


Section 2(a)(19)(B), of the Act in pertinent part, 
defines an interested person of an investment ad- 
viser to be: (iii) any person who knowingly has any 
direct or indirect beneficial interests in... any se- 
curity issued either by such investment 
adviser. ..or by a controlling person of such in- 
vestment adviser... (v) any broker or dealer reg- 
istered under the Securities Exchange Act of 1934 
or any affiliated person of such broker or dealer, 
and (vi) any natural person whom the Commission 
by order shall have determined to be an interested 
person by reason of having had at any time since 
the beginning of the last two fiscal years of such 
investment company a material business or pro- 
fessional relationship with such investment 
adviser. . . or with the principal executive officer or 
any controlling person of such investment 
adviser. .. . Section 2(a)(3)(D) of the Act provides, 
in pertinent part, that an ‘affiliated person” of an- 
other person means any officer or employee of 
such other person. 


According to the application, Mr. DiMartino is a 
Senior Vice President of Dreyfus and has as his 
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primary responsibilities general corporate and 
portfolio management. Applicants state that he 
serves as President, Director and portfolio mana- 
ger of Dreyfus Liquid Assets, Inc., as well as Vice 
President and portfolio manager of Dreyfus Money 
Market Instruments, Inc., and Dreyfus Government 
Series. Applicants further state that Mr. DiMartino 
serves as a director and/or officer of a number of 
other investment companies managed and/or ad- 
ministered by Dreyfus. 


Applicants state that Dreyfus owns $2,500,000 in 
principal amount of Shearson’s 15%% senior sub- 
ordinated notes (‘Notes’) due December 1, 1990, 
and that these Notes are nonvoting and represent 
approximately .5% of the total capitalization of 
Shearson of approximately $477 million on De- 
cember 31, 1980. Applicants represent that Mr. 
DiMartino owns directly or indirectly approximately 
1% of the outstanding shares of Dreyfus common 
stock. This includes 7,500 shares of Dreyfus com- 
mon stock owned outright and 27,000 shares ac- 
quired pursuant to a Stock Purchase Rights Plan, 
which shares may only be sold to Dreyfus at a for- 
mula price which is below book value. In addition, 
Applicants state that Mr. DiMartino has a benefi- 
cial interest in 18,879 shares of Dreyfus common 
stock held in an Employee Stock Ownership Trust 
which is 70% vested Applicants state that because 
of his stock ownership in Dreyfus and the Dreyfus 
ownership of the Shearson Notes, Mr. DiMartino 
may be deemed to be an interested person of the 
Funds’ investment advisers under Section 
2(a)(19)(B)(iii) of the Act. 


Applicants assert, however, that because Mr. 
DiMartino’s indirect interest in Dreyfus’ total 
assets and revenues is relatively small and conse- 
quently his interest in the Shearson Notes held by 
Dreyfus is de minimis, Mr. DiMartino’s judgment 
would not be affected by his indirect interest in 
Shearson’s ability to pay the principal and interest 
on the Notes. Applicants submit that the Dreyfus 
holding of the Shearson Notes should not cause 
Mr. DiMartino to be deemed an interested person 
of the Funds’ investment advisers or their control- 
ling persons. 


Applicants also state that Dreyfus has as a wholly- 
owned subsidiary, Dreyfus Service Corporation, a 
registered broker-dealer under the Securities Ex- 
change Act of 1934 engaged in the business of 
underwriting Dreyfus-sponsored investment 
companies and Dreyfus Rainbow Annuity con- 
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tracts. Applicants further state that, because Mr. 
Dimartino is an officer of Dreyfus Service Corpora- 
tion, he is an affiliated person of a registered 
broker-dealer and, as such, is an interested per- 
son of an investment adviser as defined in Section 
2(a)(19)(B)(v) of the Act. Applicants argue that be- 
cause Dreyfus Service Corporation does not en- 
gage, nor is it contemplated it will engage in the 
foreseeable future, in a traditional, public securi- 
ties business, no conflict of interest exists. Appli- 
cants assert that Mr. DiMartino’s independence 
will not be compromised by his affiliation with a 
registered broker-dealer doing such a limited busi- 
ness. 


Applicants also state that Mr. DiMartino, under 
Section 2(a)(19)(B)(vi), might be deemed to be an 
interested person of the Funds’ advisers by reason 
of his having a material business or professional 
relationship with Shearson or its advisory subsidi- 
aries based on Dreyfus’ business relationship with 
the Funds and their investment advisers. Appli- 
cants contend, however, that Mr. DiMartino’s du- 
ties as a Senior Vice President of Dreyfus are di- 
verse and far more extensive than simply 
overseeing the performance by Dreyfus of its du- 
ties under its contracts with the Funds. Applicants 
state that Dreyfus and its subsidiary companies 
are responsible for the management of approxi- 
mately $11.5 billion, and that Dreyfus had 
$58,730,081 in gross revenues for the year ended 
December 31, 1980. Applicants state that while a 
part of Mr. DiMartino’s salary is related to his du- 
ties with respect to the Funds, no percentage is 
ascertainable. Applicants argue that Mr. DiMarti- 
no’s duties are far more extensive than simply lim- 
ited to the Funds and that as one of two Senior 
Vice Presidents of Dreyfus, he maintains signifi- 
cant professional contacts and business activities 
apart from Shearson. 


Section 6(c) of the Act provides, in part, that the 
Commission, by order upon application, may con- 
ditionally or unconditionally exempt any person, 
security or transaction, or any class or classes of 
persons, securities or transactions, from any pro- 
vision or provisions of the Act or of the rules or 
regulations thereunder, if and to the extent that 
such exemption is necessary or appropriate in the 
public interest and consistent with the protection 
of investors and the purposes fairly intended by 
the policy and provisions of the Act. 
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Accordingly, Applicants request that the Commis- 
sion issue an order pursuant to Section 6(c) of the 
Act declaring that Mr. DiMartino shall not be 
deemed to be an interested person as defined in 
Section 2(a)(19(B) of the Act solely for the pur- 
pose of Section 15(f)(1)(A) of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 15, 1981, at 5:30 
p.m., submit to the Commission in writing, a re- 
quest for a hearing on the application accom- 
panied by a statement as to the nature of his or 
her interest, the reasons for such request and the 
issues, if any, of fact or law proposed to the con- 
troverted, or he or she may request that he or she 
be notified if the commission shall order a hearing 
thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the addresses stated above. 
Proof of such service (by affidavit or, in the case of 
an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided 
by Rule 0-5 of the Rules and Regulations promul- 
gated under the Act, an order disposing of the ap- 
plication herein will be issued as of course follow- 
ing said date unless the Commission thereafter 
orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is 
ordered, will received any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements there- 
of. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11786/May 20, 1981 


In the Matter of 


SHEARSON LOEB RHOADES INC. 

SHEARSON LOEB RHOADES ASSET 
MANAGEMENT CORPORATION 

2 World Trade Center New York, New York 10048 


ISAAC B. GRAINGER 
11 West 51st Street 
New York, New York 


(812-4877) 


NOTICE OF FILING OF APPLICATION PURSU- 
ANT TO SECTION 6(c) OF THE ACT FOR AN EX- 
EMPTION FROM SECTION 2(a)(19)(B) OF THE 
ACT SOLELY FOR THE PURPOSE OF SECTION 
15(f)(1)(A) OF THE ACT. 


NOTICE IS HEREBY GIVEN that Shearson Loeb 
Rhoades Inc. (‘“Shearson’”), its wholly-owned in- 
vestment adviser subsidiary Shearson Loeb 
Rhoades Asset Management Corporation (‘Asset 
Management’) and Isaac B. Grainger (collectively 
“Applicants”), filed an application on May 14, 
1981, requesting an order of the Commission pur- 
suant to Section 6(c) of the Investment Company 
Act of 1940 (‘Act’) exempting Mr. Grainger from 
the definition of “interested person” as stated in 
Section 2(a)(19)(B) of the Act solely for the pur- 
pose of Section 15(f)(1)(A) of the Act. All interest- 
ed persons are referred to the application on file 
with the Commission for a statement of the repre- 
sentations contained therein, which are summa- 
rized below. 


American Express Company (‘‘Amexco’’) and 
Shearson have agreed in principal to a business 
combination, which, when effected, will result in 
Shearson becoming a wholly-owned, independ- 
ently-operated subsidiary of Amexco. The agree- 
ment contemplates that the business combination 
will be a tax-free reorganization under the Internal 
Revenue Code of 1954 in which 1.3 shares of 
Amexco common stock will be exchanged for each 
share of Shearson common stock outstanding. 
Under the terms of the agreement, Shearson, as 
an independently-operated subsidiary, will retain 
its present management and have its own board of 
directors. In addition, it is contemplated that Asset 
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Management is expected to continue as a wholly- 
owned subsidiary of Shearson with substantially 
the same officers, employees and responsibilities. 


Asset Management is the investment adviser to 
Shearson Income Fund, Inc. (‘Income Fund”), 
Shearson new Directions Fund, Inc. (‘New Direc- 
tions”) and The Shearson Appreciation Fund, Inc. 
(“Appreciation Fund’), all of which are registered 
under the Act as open-end, diversified manage- 
ment investment companies (collectively, the 
“Funds’). Shearson acts as the sub-adviser for 
the Funds pursuant to a sub-advisory agreement 
with Asset Management. 


Applicants state that the advisory contracts under 
which Asset Management renders advisory serv- 
ices to the Funds provide for their automatic termi- 
nation in the event of an assignment as required 
by Section 15(a)(4) of the Act. Section 2(a)(4) of 
the Act defines assignment to include “any direct 
or indirect transfer. . . of a controlling block of the 
assignor’s outstanding voting securities by a secu- 
rity holder of the assignor...”. Applicants state 
that because Amexco will acquire all the outstand- 
ing common stock of Shearson, there will be a 
change in the control of Shearson and, indirectly, 
a change in control of Asset Management. Appli- 
cants further state that the change in control can 
be deemed to be an assignment, thus causing the 
termination of the advisory contracts between 
Asset Management and the Funds. Applicants 
represent that it is contemplated that advisory con- 
tracts which are in all material respects indentical 
to the existing contracts will be submitted to the 
shareholders of the Funds for their approval at 
special meetings tentatively planned for the week 
of June 15, 1981. Applicants also state that pursu- 
ant to Section 15(f)(1)(A) of the Act, the acquisi- 
tion of Shearson by Amexco could be deemed to 
constitute an amount or benefit received in con- 
nection with the sale of an interest in an invest- 
ment adviser which results in an assignment of an 
investment advisory contract. While Applicants in- 
dicate that the proposed business combination be- 
tween Shearson and Amexco is not the type of 
transaction contemplated by Section 15(f)(1)(A) of 
the Act, they believe it is prudent for Asset man- 
agement to seek to meet the terms of that section. 


Section 15(f)(1)(A) of the Act provides, in pertinent 
part, that “an investment adviser... of a regis- 
tered investment company...may receive any 
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amount or benefit in connection with a sale of se- 
curities of, or a sale of any other interest in such 
investment adviser.. which results in an assign- 
ment of an investment advisory contract with such 
company. . ., if (A)for a period of three years after 
the time of such action, at least 75 per centum of 
the members of the board of directors of such reg- 
istered company... (or successor thereto, by re- 
organization or otherwise) are not (i) interested 
persons of the investment adviser of such compa- 
ny..., or (ii) interested persons of the predeces- 
sor investment adviser. ..”. Whether a director is 
an interested person of an outgoing or incoming 
adviser is determined in accordance with the defi- 
nition of “interested person” in Section 2(a)(19)(B) 
of the Act. 


Applicants state that currently the boards of direc- 
tors of the Funds are composed of eight directors, 
two of whom are interested persons of the Funds 
and Asset Management or Shearson. Mr. Grainger 
is a member of the board of directors of each of 
the Funds and is considered to be a disinterested 
director. 


Applicants further state that Mr. Grainger owns 
3,200 shares and his wife owns 1,800 shares of 
Amexco common stock. Because of such owner- 
ship, Applicants state that Mr. Grainger will be 
considered an interested person of Shearson and 
Asset Management after the consummation of the 
proposed Shearson-Amexco transaction because 
of his having a direct interest in the controlling per- 
son of an investment adviser. 


Section 2(a)(19)(B) of the Act, in pertinent part, 
defines an interested person of an investment ad- 
viser to be: (ili) any person who knowingly has any 
direct or indirect benefical interest in. . . any secu- 
rity issued either by such investment adviser. . . or 
by a controlling person of such investment 
adviser... . Section 2(a)(9) of the Act, in pertinent 
part, defines control to be “the power to exercise a 
controlling influence over the management or poli- 
cies of a company... .”. 


Applicants state that in order to comply with Sec- 
tion 15(f)(1)(A) of the Act, following the proposed 
Amexco-Shearson combination, the Funds would 
be required to increase their boards of directors to 
twelve members. It is the opinion of the Applicants 
that an increase in the size of each of the boards 
of directors would result in each of the boards be- 
coming unwieldy and possibly ineffective. Appli- 
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cants contend that such a restructuring would 
cause an undue burden on the Funds, each of 
which is small in terms of net assets, because of 
the increase in expenses. According to the Appli- 
cants, each board already has five disinterested 
directors to protect the interests of the sharehold- 
ers of the Funds. 


According to the application, Mr. Grainger is a so- 
phisticated businessman who served as President 
of Chemical Bank until his retirement. Applicants 
state that after the acquisition of Shearson by 
Amexco, it is anticipated that on a pro forma basis 
approximately 91,610,773 shares of Amexco com- 
mon stock will be issued and outstanding and that 
Mr. Grainger’s holding of 5,000 shares will equal 
approximately .0054% of this total. Applicants con- 
tend that this small ownership of Amexco common 
stock by Mr. Grainger should have no effect on his 
fulfilling his responsibilities to the shareholders of 
the Funds. Applicants argue that the revenues 
earned by Asset Management should not have 
any noticeable effect on revenues earned by 
Amexco. Applicants state for the year ended De- 
cember 31, 1980, the Funds paid advisory fees of 
$114,100 while Amexco had total revenues, on a 
consolidated basis, of $5,504,000,000. Applicants 
believe that the income derived by Mr. Grainger 
from his holdings of Amexco common stock will 
not be affected in any noticeable degree by the 
advisory fees paid by the Funds. 


Section 6(c) of the Act provides, in part, that the 
Commission, by order upon application, may con- 
ditionally or unconditionally exempt any person, 
security or transaction, or any class or classes of 
persons, securities or transactions, from any pro- 
vision or provisions of the Act or of the rules or 
regulations thereunder, if and to the extent that 
such exemption is necessary or appropriate in the 
public interest and consistent with the protection 
of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


Accordingly, Applicants request that the Commis- 
sion issue an order pursuant to Section 6(c) of the 
Act declaring that Mr. DiMartino shall not be 
deemed to be an interested person as defined in 
Section 2(a)(19)(B) of the Act solely for the pur- 
pose of section 15(f)(1)(A) of the Act. 


NOTICE IS FURTHER GIVEN that any interested 


person may, not later than June 15, 1981, at 5:30 
p.m., submit to the Commission in writing, a re- 
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quest for a hearing on the application accom- 
panied by a statement as to the nature of his or 
her interest, the reasons for such request and the 
issues, if any, of fact or law proposed to be contro- 
verted, or he or she may request that he or she be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the addresses stated above. 
Proof of such service (by affidavit or, in the case of 
an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided 
by Rule 0-5 of the Rules and Regulations promul- 
gated under the Act, an order disposing of the ap- 
plication herein will be issued as of course follow- 
ing said date unless the Commission thereafter 
orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements there- 
of. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11787/May 20, 1981 


In the Matter of 


THE CAPITOL LIFE INSURANCE COMPANY 


CAPITOL LIFE SEPARATE ACCOUNT A 
1600 Sherman Street 
Denver, Colorado 80203 


AND 


SECURITY FIRST FINANCIAL, INC. 
1800 Avenue of the Stars 
Los Angeles, CA 90067 


(812-4853) 


NOTICE OF APPLICATION FOR AN AMENDED 
ORDER PURSUANT TO SECTION 11 OF THE 
ACT FOR APPROVAL OF CERTAIN OFFERS OF 
EXCHANGE AND PURSUANT TO SECTION 6(c) 
OF THE ACT FOR EXEMPTIONS FROM SEC- 
TIONS 26(a) AND 27(c)(2) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Capitol Life 
Insurance Company, (‘Capitol Life’), a stock life 
insurance company organized under the laws of 
the State of Colorado, and Capitol Life Separate 
Account A, (“Separate Account’) established by 
Capitol Life and registered as a unit investment 
trust under the Investment Company act of 1940 
(‘Act’) and Security First Financial, Inc. a regis- 
tered broker-dealer and the principal underwriter 
for the Separate Account (hereinafter collectively 
referred to as “Applicants’”), filed an Application 
on March 27, 1981 for an amended order pursuant 
to Section 11 of the Act, approving certain offers 
of exchange, and pursuant to Section 6(c) of the 
Act, exempting the Applicants from the provisions 
of Sections 26(a) and 27(c)(2) of the Act. The re- 
quested order would supplement the exemptive 
relief previously granted (i) to the extent necessa- 
ry to include a new Group Single Payment Varia- 
ble Annuity Contract (“‘New Contract’), to be 
issued by Capitol Life and funded in the Separate 
Account, in the offer of exchange allowing Accu- 
mulation Units of one Series of the Separate Ac- 
count to be exchanged for those of another series; 
and (ii) to the extent necessary to include the New 
Contract in the exemptions underlying the current 
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safekeeping arrangement of the Separate Ac- 
count, previously granted pursuant to Section 6(c). 


All interested persons are referred to the Applica- 
tion on file with the Commission for a statement of 
the representations contained therein which are 
summarized below. 


The Separate Account was established by Capitol 
Life to fund certain variable annuity contracts 
which are currently being offered and sold to the 
public pursuant to an effective registration state- 
ment under the Securities Act of 1933 (File No. 
2-51169). The Separate Account presently 
consists of four Series, each of which invests sole- 
ly in the shares of one of the following open-end 
diversified management investment companies; 
Security First Legal Reserve Fund, Inc., Security 
First Variable Life Fund, Inc., T. Rowe Price 
Growth Stock Fund, Inc., and T. Rowe Price Prime 
Reserve Fund, Inc. (hereinafter collectively 
referred to as the “Funds’). 


The New Contracts are group single payment vari- 
able annuity contracts and are designed to provide 
annuity benefits to persons participating in various 
types of annuity plans or arrangements. Appli- 
cants assert that while the contracts may be used 
in connection with retirement plans or individual 
retirement arrangements which qualify for special 
tax treatment under the Internal Revenue Code, 
they are intended primarily for use in connection 
with plans or arrangements which do not so quali- 
fy. 


Applicants seek to amend and supplement the 
orders of September 13, 1974 (Release No. 
IC-8497), November 30, 1978 (Release No. 
IC-10502), and July 23, 1980 (Release No. 
IC-—11271), only to the extent necessary to include 
the New Contract is the offers of exchange ap- 
proved by such orders pursuant to Section 11, and 
to include the New Contract in the exemptions 
from Sections 26(a) and 27(c)(2) previously 
granted pursuant to Section 6(c). 


Section 11 


Section 11(a) of the Act makes it unlawful for any 
registered open-end investment company or prin- 
cipal underwriter therefor to make an offer to the 
holder of a security of such company or of any 
other open-end investment company to exchange 
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his security for a security in the same or another 
such company on any basis other than the relative 
net asset values of the respective securities to be 
exchanged unless the terms of the offer have first 
been submitted to, and approved by, the Commis- 
sion. Section 11(c) of the Act provides that, 
irrespective of the basis of exchange, the provi- 
sions of subsection (a) shall be applicable to any 
type of offer of exchange of the securities of regis- 
tered unit investment trusts for the securities of 
any other investment company. 


The order contained in Release No. IC-11271 ap- 
proved the conversion or transfer of the Contract 
Accumulation Units from any one of the four 
Series of the Separate Account to any other Divi- 
sion of the Separate Account then in existence. 
Applicants propose that this conversion right be 
extended so as to encompass the New Contract. 


Sections 27(c)(2) and 26(a) 


Section 27(c)(2), in relevant part, prohibits the is- 
suer of a periodic payment plan certificate and any 
depositor or underwriter for such issuer from sell- 
ing such periodic payment plan certificate unless 
the proceeds of any payments (other than any 
sales load) are deposited with a qualified bank 
acting as trustee or custodian, and held under an 
indenture or agreement containing specified provi- 
sions. Section 26(a) requires that such indenture 
or custodianship agreement must provide, inter 
alia, that the bank (i) shall have possession of all 
property of the unit investment trust and segregate 
and hold the same in trust subject only to the 
charges and collections specifically allowed under 
clauses (A), (B) and (C) of such Section until dis- 
tribution to the security holders of the trust; (ii) 
shall not resign until the trust has been liquidated 
or a successor has been appointed; (iii) may col- 
lect from the income and, if necessary, from the 
corpus of the trust such fees for services provided 
for in the agreement; (iv) shall not allow as an ex- 
pense any payment to the depositor or principal 
underwriter except a fee, not exceeding such rea- 
sonable amount as the Commission may pre- 
scribe, for performing bookkeeping and other 
administrative services of a character normally 
performed by the bank itself. 


Pursuant to an exemption from the aforemen- 
tioned provision of the Act granted in Release No. 
IC-11271, Capitol Life acts as custodian of the 
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Separate Account; however, all such assets are 
held for safekeeping pursuant to an agreement be- 
tween Capitol Life and the State Street Bank and 
Trust Company of Boston, Massachusetts 
(“Bank”). Insofar as the New Contract proposed to 
be funded in the Separate Account is not included 
within the terms of the order issued in Release No. 
IC-11271, the Applicants request that the order of 
exemption from Sections 26(a) and 27(c)(2) be 
amended to the extent necessary to make the re- 
quirement of a trust inapplicable to such New Con- 
tract. 


Applicants have consented that the request for the 
foregoing exemptions may be made subject to the 
following conditions: (1) that the deductions for 
administrative services shall not exceed such rea- 
sonable amount as the Commission shall pre- 
scribe, and the Commission may reserve jurisdic- 
tion for such purpose, and (2) that the payment of 
sums and charges out of the assets of the Sepa- 
rate Account shall not be determined to be ex- 
empted from regulation by the Commission by rea- 
son of the requested amended order, provided 
that Applicants’ consent to this condition shall not 
be determined to be a concession to the Commis- 
sion of authority to regulate the payment of sums 
and charges out of such assets other than charges 
for administrative services, and Applicants reserve 
the right in any proceeding before the Commis- 
sion, or in any suit or action in any court, to assert 
that the Commission has no authority to regulate 
the payment of such other sums and charges. 


Section 6(c) 


Section 6(c) authorizes the Commission to exempt 
any person, security or transaction, from the provi- 
sions of the Act and Rules promulgated thereun- 
der if and to the extent that such exemption is nec- 
essary or appropriate in the public interest, and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provi- 
sions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
party may, not later than June 11, 1981 at 5:30 
p.m., submit to the Commission in writing a re- 
quest for a hearing on the matter accompanied by 
a statement as to the nature of his interest, the 
reason for such request and the issues of fact or 
law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall 
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order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. 
A copy of such request shall be served personally 
or by mail upon Applicants at the address stated 
above. Proof of such service (by affidavit or, in the 
case of any attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As pro- 
vided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of 
the application will be issued as of course follow- 
ing June 11, 1981 unless the Commission there- 
after orders a hearing upon r-quest or upon the 
Commission’s motion. Persons who request a 
hearing, or advice as to whether a hearing is 
ordered, will receive notice of further develop- 
ments in this matter, including the date of the 
hearing, if ordered, and any postponements there- 
of. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11788/May 21, 1981 


In the Matter of 


THE GUARDIAN INSURANCE & ANNUITY 
COMPANY, INC. 


and 


THE GUARDIAN/VALUE LINE SEPARATE 
ACCOUNT 

201 Park Avenue South 

New York, N.Y. 10003 


(812-4777) 


ORDER PURSUANT TO SECTION 11 OF THE 
ACT APPROVING CERTAIN OFFERS OF EX- 
CHANGE AND PURSUANT TO SECTION 6(c) OF 
THE ACT GRANTING EXEMPTIONS FROM SEC- 
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TIONS 2(a)(32), 2(a)(35), 22(c), 26(a), 27(c)(1), 
27(c)(2), AND 27(d) AND RULE 22c-1 THERE- 
UNDER. 


The Guardian Insurance & Annuity Company, Inc. 
(“Guardian”) and The Guardian/Value Line Sepa- 
rate Account, a separate account of Guardian reg- 
istered under the Investment Company Act of 
1940 (‘Act’) as a unit investment trust, filed an 
application on December 3, 1980 and amend- 
ments thereto on March 25, 1981 and April 14, 
1981 for an order of the Commission pursuant to 
Section 11 of the Act approving certain offers of 
exchange and pursuant to Section 6(c) of the Act 
granting exemptions from Sections 2(a)(32), 
2(a)(35), 22(c), 26(a), 27(c)(1), 27(c)(2), and 27(d) 
of the Act and Rule 22c-1 thereunder, to the ex- 
tent necessary, to permit the transactions de- 
scribed in the application. 


On April 27, 1981 a notice was issued (Investment 
Company Act Release No. 11748) of the filing of 
the application. The notice gave interested per- 
sons an opportunity to request a hearing and stat- 
ed that an order disposing of the application would 
be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, 


and the Commission has not ordered a hearing. 


The matter has been considered and it is found 
that the granting of the application is appropriate 
in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intend- 
ed by the policy and provisions of the Act. Accord- 
ingly, 


IT IS ORDERED, pursuant to Section 11 of the 
Act, that the proposed exchange offers be, and 
hereby are, approved, and pursuant to Section 
6(c) of the Act, that the requested exemptions 
from Sections 2(a)(32), 2(a)(35), 22(c), 26(a), 
27(c)(1), 27(c)(2), and 27(d) and Rule 22c-1 
thereunder, be, and hereby are, granted, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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LITIGATION 





Litigation Release No. 9361/May 15, 1981 


SEC V. ROGER E. MARLEN 
(S.D. ILL, CIVIL NO. 81-5102) 


Willlam D. Goldsberry, Administrator of the 
Chicago Regional Office, announced that on May 
8, 1981, the Honorable William L. Beatty, Judge of 
the United States District Court for the Southern 
District of Illinois, entered a Final Judgment of 
Permanent Injunction against Roger E. Marlen 
(Marlen), a resident of Belleville, Illinois. The 
Judgement was entered pursuant to the consent 
of the defendant in which he neither admitted nor 
denied the allegations contained in the Complaint 
filed May 1, 1981. The Judgment enjoins Marlen 
from violating the registration and anti-fraud provi- 
sions of the federal securities laws. 


The Complaint alleged that since February 6, 
1978, Marlen has offered and sold more than 
$950,000 of fractional undivided interests in oil 
and gas drilling ventures to more than 125 public 
investors. According to the Complaint, in the 
course of selling the oil and gas interests, which 
were not registered with the Commission, Marlen 
misrepresented the risks associated with the in- 
vestment, the anticipated rate of return, the value 
of lands under lease and his experience and 
knowledge with regard to oil and gas activities. 
The Complaint also alleged that Marlen failed to 
disclose material facts concerning the use of offer- 
ing proceeds, the alteration of an independent ge- 
ologist’s report, his ownership of the offerings and 
of associated entities and his sole control of ac- 
cess to financial records. 


Litigation Release No. 9362/May 20, 1981 


SECURITIES AND EXCHANGE COMMISSION v. 
IAN T. ALLISON, et al., (United States District 
Court for the District of Oregon, Civil Action No. 
81-435) 


The Commission today announced that on May 
18, 1981, the Honorable Judge Burns of the 
United States District Court for the District of 
Oregon entered a temporary restraining order and 
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set a hearing on the preliminary injunction for May 
28, 1981, at 9:00 a.m. The order restrained eleven 
defendants (see below) pending the hearing from 
violating Sections 5 and 17(a) of the Securities Act 
of 1933 (‘Securities Act’) and Section 10(b) of the 
Securities Exchange Act of 1934 (‘Exchange’) 
and from making any transfer of the securities of 
Pabagold, Inc. (‘‘Pabagold’’)' or taking any further 
action with regard to Pabagold securities. The 
order also froze the proceeds from the sale of 
Pabagold securities and restrained all the defend- 
ants from concealing or disposing the proceeds 
and from destroying or altering any books, records 
or documents related to the proceeds of sales of 
Pabagold securities pending the hearing. Finally, 
the order requires the defendants to file certain af- 
fidavits by May 25, 1981. 


This action followed the filing of a Complaint for 
temporary, preliminary and permanent injunctive 
and other equitable relief against lan T. Allison 
(“Allison”) and Fred K. Austin (‘Austin’)? of Santa 
Rosa, California; Abe Weiner of Portland, Oregon; 
International Minerals, S.A. and Films Unlimited 
Corporation which are both Panamanian Corpora- 
tions; International Sales, Ltd; the Undisclosed 
Principals of Richard Horton, an attorney in Reno, 
Nevada; the Undisclosed Principal of Richard 
Campbell and Dan Bowen, attorneys associated 
with Richard Horton in Reno, Nevada; the Undis- 
closed Principal of Francis |. Smith, an attorney in 
Portland, Oregon and the Undisclosed Principal of 
David R. Vandenberg, Jr., an attorney in Klamath 


1Pabagold, with principal offices in San Francisco, 
California, was incorporated on December 20, 
1980. Pabagold holds the exclusive distribution 
and marketing rights in the United States, exclud- 
ing Hawaii, to Hawaiian Gold Pabatan, a suntan 
lotion. 


2Allison, Austin and others were named as de- 
fendants in another action currently pending in the 
United States District Court for the Northern dis- 
trict of California (S.E.C. v. Allison, Civ.. Action 
No. 81-0019-RPA). See Litigation Release No.. 
9188, September 29, 1980. 
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Falls, Oregon. The Complaint alleges violations of 
the anti-fraud and anti-manipulative provisions of 
the Exchange Act and the anti-fraud and registra- 
tion provisions of the Securities Act. 


The Commission alleged in the Complaint that 
Allison, Austin and the other defendants partici- 
pated in the scheme to defraud in connection with 
the offer, purchase and sale of Pabagold securi- 
ties. On April 9, 1981, the offering of Pabagold 
common stock under Regulation A of the Securi- 
ties Act went effective. The Complaint alleged that 
on that date, seven attorneys, on behalf of Allison 
and Austin, who were acting through the three en- 
tities named as defendants and the undisclosed 
principals of the four attorneys, purchased the en- 
tire public offering of 700,000 shares at $.50 per 
share.* The offering was purchased from the un- 
derwriter, Paulson Investment Company of 
Portland, Oregon. Thereafter, the Complaint al- 
leges Allison manipulated the market in Pabagold 
securities during the first week of trading in the 
over-the-counter market. According to the Com- 
plaint, between April 21, 1981, and April 27, 1981 
certain of the attorneys acting on behalf of Allison 
sold approximately 139,000 shares into the market 
and the price of Pabagold securities more than 
tripled from the $.50 per share initial offering price. 
The Complaint also alleges that the Pabagold 
shares were offered without registration under the 
Securities Act. 


The Complaint further alleges that faise and mis- 
leading statements were made in the Pabagold of- 
fering circular concerning the plan of and partici- 
pants in the underwriting. The Complaint also 
alleges that Allison and the other defendants failed 
to disclose and made misleading statements con- 
cerning: (1) their control of all the Pabagoild secu- 
rities available for public sale, (2) their participa- 
tion in the underwriting and (3) their intent to sell 
those shares at artificially inflated prices. 


3The Complaint alleges that Allison and Austin 
through corporate nominees had also attempted to 
purchase the entire offering prior to the effective 
date. 
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